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The Coronet by National Homes—best seller in Cincinnati 


Cincinnati's Two Best Sellers 


are BOTH NATIONAL HOMES! 


— as reported in house-home, April 1953 


In one of the country’s toughest markets— 
Cincinnati—the best-selling houses are Nationals Quoting from This Article: 
built by Ohio Homes, Inc. And the next best sellers 


are also Nationals, erected by Runck & McClure. 








“Two of a kind. The selling record—now a 
fast 20-per-month—is all the more remark- 


So says an article in the April issue of able because the National prefabs sell for 
House & Home entitled ‘The Fastest Selling See. 

ment costs (improvements are about $50 per 
Houses in the USA.” running ft.) and labor are higher than almost 


anywhere else in the country. Next best seller 
in Cincinnati is another National prefab built 
by Runck & McClure. 


“Ohio Homes’ President Harold D. Comey, 
in the prefabricated-home business over 15 
years, is in an excellent position to judge pre- 
fab acceptance. Says he, ‘Even 
in a conservative community like 
Cincinnati the resistance is now 
so small that it’s hardly worth 
mentioning.’ ”’ 

















For those financial institutions which are looking 


for a source of sound investments . . . mortgages 
on National Homes offer many advantages. Your y) 


itr-) \ a 


inquiry is invited. 
NATIONAL HOMES CORPORATION 


LAFAYETTE, INDIANA + HORSEMEADS, NEW YORK 





MBA Calendar 


June 22-26, 1953, Sixth Annual 
Mortgage Banking Seminar, North- 
western University, Chicago. 


June 29-July 3, 1953, Third Annual 
Advanced Mortgage Banking Sem- 
inar, Northwestern University, Chi- 
cago. 


August 17-21, 1953, Second West- 
ern Mortgage Banking Seminar, Stan- 
ford University, Stanford, Calif. 


November 9-13, 1953, 40th Annual 
Convention, Miami Beach. 


January, 1954, Senior Executives 
Course, New York University, New 
York. 

February 25-26, 1954, Midwestern 
Mortgage Conference, Conrad Hilton 


Hotel, Chicago. 


April 12-13, 1954, Eastern Mort- 
gage Conference, Commodore Hotel, 
New York. 


THE MONTH'S COVER 


The picture on the cover isn’t a 
gag—The Mortgage Banker is far too 
dignified for a gag. The people you 
see are correctly identified: A. B. 
Eisenhower, executive vice president 
of the Commerce Trust Company in 
Kansas City and brother of you know 
who; FHA Commissioner Guy T. O. 
Hollyday; and J. Vivian Truman, di- 
rector of the FHA Kansas City office 
and brother of you also know who. 
The idea of a picture of the new 
FHA Commissioner between two such 
famous names occurred to someone at 
the luncheon which J. C. Taylor, 
chairman of the board of the J. C. 
Nichols Company, Kansas City, gave 
for Mr. Hollyday at the time of 
MBA’s Clinic there. Result: the shot 
you see . . . Eisenhower, Hollyday 
and Truman. 
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SERVICE 





in 33 states, the District of Columbia and the 
island of Puerto Rico... 

Lawyers Title service means exper? title 
insurance service to investors in real estate 
and real estate securities. 

Branch offices, agents and approved 
attorneys cooperate throughout this area 
to speed the closing and insuring of titles— 
even those involved in complicated 
transactions. | 

Service is just one reason why Lawyers 
Title policies are the most accepted title 
policies in the nation—financial strength is 


another. 


Comparison is invited. A financial statement 
and Directory of Branch Offices and Agents 
will be gladly furnished upon request. 


( Virginia ) 


lawyers Title [nsurance (orporation 


Operating « New York Slate as (Usrganua) Lawyers Tulle Ind Congo 


Home Office ~ Richmond Virginia 





BRANCH OFFICES at AKRON * ATLANTA * AUGUSTA * BIRMINGHAM 
CAMDEN * CINCINNATI ¢ CLEVELAND °* COLUMBUS (GA.) 
COLUMBUS (O.) * DALLAS * DAYTON * DECATUR * DETROIT ¢ MIAMI 
NEWARK * NEW ORLEANS * NEW YORK * NORFOLK ¢ PITTSBURGH 
PONTIAC * RICHMOND * SAVANNAH ° SPRINGFIELD (ILL.) * WASHINGTON 
WILMINGTON * WINSTON-SALEM AND WINTER HAVEN. REPRESENTED 
BY LOCAL TITLE COMPANIES IN MORE THAN 150 OTHER CITIES. 
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Worlgage Banker 


What Lenders and Investors Think 
of FHA and VA Prospects 


OW what happens? Where do 

we go from here in VA and 
FHA? If the rate hikes had come 
three months before they did, there 
might have been little reason to ask 
these questions; but, when they finally 
materialized, other developments with 
a vital bearing on what will happen 
to the VA and FHA markets were 
occurring right and left. So, when 
THe Mortcace BANKER set out to 
survey opinion among investors and 
lenders shortly after the raises were 
announced, the one thing that was 
definitely not anticipated was that few 
if any would not know what the effect 
of the higher rates would be. 

What do the higher FHA and VA 
rates mean for a normal functioning 
of these programs, for investors in 
their portfolio buying, for veterans in 
their search for financing? Our queries 
coast to coast might be summarized 
something like this: 
>> There is a watchful 
waiting attitude with investors, seem- 
ingly hesitant to step back into the 
market again. They want to see how 
“the markets settle.” You’re asking 
questions “too early,” they told us. 
Maybe in 30, 60 or 90 days I might 
be able to tell you something, others 
said. This is going to be a good thing 
but I cant tell you how soon there 
will be evidence of it, still another 
said. To sum up: too early to know. 


cautious, 


»> Investors have heavy commit- 
ments. No exact figures are available 
on that but it is a recognized fact. 
They’re as heavy today as they were 
in March, 1951, one authority flatly 
stated at the San Francisco Clinic. 
During these last two years the pre- 
diction that “when the commitments 
are worked off” investors will be back 
hasn’t materialized in the way it was 
anticipated. Money is tight all over 
and there just isn’t enough to supply 
the demand, to meet all the needs. 


Thus, with so much money staked out 
for this purpose and that, no rush, 
no flood of mortgage money could be 
expected into the FHA and VA pro- 
grams. 

»> Lenders expressed considerable dis- 
appointment at the attitude of in- 
vestors in meeting the challenge of 
the rate increases. Many told THe 
MortcacE BANKER that it was a dis- 
appointing thing to see investors con- 
tinuing to expect that they could go 
right on dealing in the FHA and VA 
programs on the same discount basis, 
even though at a little higher level. 
Other lenders confidently expressed 
the hope that principals would an- 
nounce their policies and programs 
soon but few, at the stage of our in- 
quiry, knew anything of what in- 
vestors might actually do in these 
markets. 

>> Disturbing was the view which so 
many set forth—we protested the un- 
realistic FHA and VA rates, we de- 
manded that they be brought into 
line with the market, we advanced 
every argument for doing these things. 
All right, the have been 
made—what now if the loans aren’t 
made, if investors don’t buy them, if 
veterans don’t have ready access to 
home financing? What will govern- 
ment say, what will congress say? Will 


increases 


some sort of vastly increased direct 
lending be demanded? 

This thought was uppermost in the 
minds of lenders everywhere — and 
they were worried and disturbed. All 
knew that in the two months prior to 
the increases the general money mar- 
ket had seen a terrific rise, principally 
resulting from the 3% per cent long- 
term government financing; but our 
problem remained and President 
Whatley has something to say about 
that in his message to the members 
in this issue. 
>> Encouraging to see was the av- 
erage mortgage lender’s feeling of re- 
sponsibility in this situation. It was 
plain from the answers to our queries 
that they realized the serious aspect of 
the problem we face now. They want 
to see the VA market functioning 
again in a normal manner and are 
grouping for ways to make it happen. 
3ut might they be their own worst 
enemy in one respect at least: namely, 
in placidly accepting a continuation 
of a discount market? 

So, let’s see what others say in this 
round-up of opinions that would give 
us a clue as to what to look for in 
FHA and VA—an attempt, it must 
be admitted, that may have been made 
just a little too early. Here is what 
some investors and lenders told us: 


Investor Viewpoint; Commitments Still Heavy 


In the opinion of P. S. Bower, as- 
sistant general manager and treasurer, 
The Great-West Life Assurance Com- 
pany, Winnipeg, Canada: 

“I feel the Administration has not 
fully recognized the change in market 
for VA and FHA loans. Recent sharp 
interest rate adjustments, particularly 
in bond market, does not enhance 
relative attractiveness of VA and FHA 
mortgages even at 4% per cent. My 


opinion is that the recent adoption of 
4% per cent rate will not prove a 
great stimulus to this type financing.” 

W. A. Turnipseed, mortgage loan 
officer, Liberty National Life Insur- 
ance Company, sees no rush of in- 
vestors to FHAs and VAs and the 
question of the 234 per cent FHA de- 
bentures disturbs him. 

“Whether or not there is a par 
market for these loans at 42 per cent 
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will depend on the supply of and de- 
mand for money for all types of in- 
vestment and the yield available in 
other fields. At the present time, good 
corporate issues are coming on the 
market to yield about 4 per cent. 
Many large direct loans are being 
made at higher rates. The new gov- 
ernment 30 year bonds at 3% per 
cent have been selling slightly under 
par. As long as this trend continues 
and there is a sufficient demand for 
funds from these sources, I do not see 
any possibility of a par market on a 
national scale for VA and FHA 4% 
After deducting the 


per cent loans. 


servicing agent’s fee this gives the 
investor a return of 4 per cent from 
which must be deducted home office 
expense and servicing costs and pos- 
sible losses. 

“There is another very disturbing 
factor the investor’s 
FHA loans. In the 
closure he receives long term 23% per 
cent debentures. Anyway you figure 
it the loss 


from view of 


event of fore- 


investor would sustain a 


if he acquired such debentures on the 
present market. If he should sell 
them, it would have to be at consid- 
erably under par to compete with the 
new government bonds. If he held 
them then he would be receiving a 
much lower yield than could be ob- 
tained on other comparable invest- 
ments. 

“If a market does develop where 
ample funds are available for VA and 
FHA financing, I am afraid it will 
stimulate over-building to the detri- 
ment of all unless lenders require rea- 
sonable cash payments and amortiza- 
tion periods. I think it is unfortunate 
at this time when we are still trying 
to hold the line on inflation that the 
VA regulations now permit 30 year 
loans down and 
FHA terms have been liberalized. 
There are no controls now other than 
FHA regulations and the supply and 
demand of funds and the willingness 
to lend them to keep us from over- 
building in many areas.” 


with no payment 


Sees More Money Available for Mortgage Loans 


And says George C. Johnson, presi- 
dent of Brooklyn’s big Dime Savings 
Bank: 


“I think the rate increases will un- 


doubtedly cause an increase in the 
amount of money available for mort- 
gages. The size of this increase will 


be tempered somewhat by the fact 
that many banks and insurance com- 
thei for the 
ratio of mortgage investments to total 


panies are nea! goal 


assets and also by the increasing at- 
tractiveness of bond investments at 
their new rates. The situation is not 
likely to stimulate any over building. 
I do not look for any reappearance 
of premiums. In fact, I think a par 
market is about the most that can be 
hoped for.” 

The treasurer of another large sav- 
ings bank in the East says his institu- 
tion will sit it out for a while. 

“The market is so completely con- 
fused that we have concluded to sit 
on the sidelines for a month 
until we can see the picture a little 
more clearly,” he said. “Obviously 
the underlying difficulty is the condi- 
tion of the government bond market. 
Except for the changes that are tak- 
ing place in that market, I think the 
higher rate should have produced a 


or so 
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fair market in this area. 

“For the limited amount of mort- 
gage money which remains in our in- 
stitutions, our people are talking at 
present in terms of 97% to 98 for 
44% 501’s and 99 to 99% for 4% 
203’s. In fact on all prior commit- 
ments where the rate is being raised, 
we are paying in general about a 
point more for the VA paper and 2 
point more for the FHA paper. The 
tremendous pressure of municipal and 
corporate bonds is not helping the 
mortgage picture.” 

The mortgage loan officer for one 
of the leading life companies sees 
nothing doing with his firm for a 
while. 

“Our company is quite heavily com- 
mitted for mortgage loans and until 
our outstanding commitments are sub- 
stantially reduced, we will not be in 
the market in any big way for mort- 
gage loans. This may take another 
sixty days until our outstanding com- 
mitments are reduced as the schedule 
for mortgage loan deliveries for May 
and June is quite heavy. 

“We are hopeful that the market 
for FHA and VA loans will have 
stabilized by the time we are ready 
to return to the active purchase of 


mortgages, and from what we have 
been able to determine up to this 
time it is very possible that the market 
will settle down to a par basis before 
too long.” 

From an officer of one of the Mid- 
dle West’s large banks: 

“I believe that the FHA and vet- 
erans market is particularly localized, 
and conditions prevailing in one sec- 
tion of the country do not necessarily 
hold for other areas. Our urban real 
estate debt is historically high, and 
in some areas, I believe that we have 
had some overbuilding. 

“I believe that the increase in in- 
terest rates will stimulate FHA and 
veterans loans as the demand for in- 
vestment will probably not be filled 
by conventional financing. Investors 
who maintain a balanced portfolio 
are not likely to unbalance their port- 
folios to obtain these investments.” 

An officer of another life company 
sums it up like this: 

“The long delayed increase in the 
interest rate for these loans has come 
at a time when the institutional in- 
vestor is being pressed for available 
investment funds by the corporate 
bond market. As long as quality cor- 
porate bonds are available at 4 per 
cent or better, there is little inclina- 
tion to make mortgage loans at a gross 
442 per cent rate of interest, subject 
to a correspondent’s servicing fee. Ob- 
viously, the home office overhead costs 
for mortgage loans are substantially 
in excess of costs incident to a bond 


portfolio. 
“I do believe that VA and FHA 
interest increases will make funds 


available for the financing of future 
homes when such funds are generated 
by local institutions. In other words, 
a 4% per cent rate of interest is cur- 
rently satisfactory for direct mortgage 
loans which are not subject to a cor- 
respondent’s service fee. It is my 
opinion, that the savings banks, build- 
ing and loan associations and a mod- 
est contribution from life insurance 
companies will offer FHA and VA 
financing in the areas serviced by the 
respective institutions. I do not be- 
lieve that there will be a universal de- 
mand for this type investment as long 
as the current tight money market 
exists with its correspondingly favor- 
able rates of interest available from 
corporate securities.” 

It’s really too early for a definite 














opinion but expressing his own view 

-not necessarily that of his institu- 
tion—Frederick C. Smith, vice presi- 
dent and mortgage officer of The 
Bowery Savings Bank, New York, 
said: 

“I do not see a par market at this 
time except possibly where institutions 
are buying in very small amounts. I 
think this is expressed by the fact that 
the 4 per cent G.I.’s and 4% per cent 
FHA’s now held in warehouse and in 
other funds where they are not a part 
of the permanent investment, are be- 
ing offered at such attractive prices 
that they will more or less reflect a 
comparative yield in the new 41/’s. 
I do not see any great rush of money 


into the market as a result of the 


4'/.’s. This may be because the active 
mortgage lending institutions are up 
to the limit of their portfolio per- 
centages and only have the new 
money coming into their organizations 
together with portfolio replacement 
funds to invest. If mortgage money 
continues to be tight—and my own 
personal opinion is that it will remain 
even tighter for quite some time—I 
cannot see how it would tend to stim- 
ulate overbuilding. 

“Regarding the increased interest 
rate, I think the only way we are 
going to get the USA back on a 
proper business footing is to make it 
possible for those with capital to in- 
vest in secure investments at a rate 
which means something.” 


Reactions from Far Western and Southern Areas 


Too early yet to know which way 
the wind will blow, thinks Carton S. 
Stallard, vice president, Jersey Mort- 
gage Company, Elizabeth, N. J. He 
said: 

“Most portfolio buyers are sitting 
back, waiting to see what the general 
rate structure is going to be through- 
out the United States. With the hard 
money policy of the government, no 
one knows how high the yields may 
go. The New York savings banks ap- 
pear to have ample funds and al- 
though a good many of the insurance 
companies also appear to have ample 
funds, they are following rather a re- 
stricted policy in respect of new in- 
vestments. It looks very much as if 
the log jam in respect to the flow of 
mortgage money will eventually be 
broken, but I think it is going to be a 
gradual procedure. 

“I don’t believe that the interest has 
been increased to a point sufficiently 
high to stimulate over-building at this 
time. It certainly would seem to me 
that FHA and VA are definitely back 
in business, but it is too early to tell 
to what extent.” 

From the Far West—where the ab- 
normal market conditions have been 
particularly acute—comes an opinion 
not too favorable. Said one lender: 

“We have had no indication that 
the log-jam in the FHA-VA market 
has been relieved. Prices from those 
to whom we usually make sales are 
turning up at about the same figure 
for the 414’s as they were for the 


lower rate loans. It may be too early 
to see what the effect will be, but I 
believe that in the Western area we 
are in for a good deal of trouble and 
continuance of the discount market.” 

From the South, from Floyd R. 
Kimbrough, president, Kimbrough 
Investment Company, Jackson, Miss., 
comes this viewpoint: 

“It looks to me as though investors 
want to have their cake and eat it too. 
Since the interest rate has been in- 
creased to 44% per cent on both FHA 
and VAs, we have had offers at 9714, 


9842, and par. Most of the investors 
we have talked with have an attitude 
to wait thirty or sixty days and see 
where the market is going to settle. 
Things don’t look so good for a big 
building program under the distressed 
mortgage conditions. Other mortgage 
bankers express a similar experience 
in this area.” 

A prominent Far Western member 
sizes up the present and future in this 
way? 

“At present there is a market for 
a very limited volume of FHA’s or 
VA’s at par. The majority of the in- 
vestors who are taking mortgages for 
their own account are requiring pay- 
ment by the borrower of the allowable 
fees. Those offices who are making 
mortgages for sale to institutional in- 
vestors almost without exception are 
on a limited quota at par, with prices 
beyond the quota at something of a 
discount. 

“With the requirements being made 
as to down payments it would appear 
that there is going to be little stimula- 
tion toward over-building. 

“There has been expression in some 
quarters that the increase, particularly 
as far as FHA is concerned, is ‘too 
little and too late.’ 

“It would appear that any substan- 
tial volume of business is going to 
have to depend on the conventional 
mortgage at a minimum rate of 5 per 
cent.” 


No Over Building Is Seen as Result of Raises 


And from a prominent Southern 
lender, comes this opinion: 

“Some added impetus will un- 
doubtedly be given to residential con- 
struction, with a probable drift toward 
investors taking these loans on or 
about par with modest down payment, 
with some 100 per cent loans on pos- 
sible quota basis. Undoubtedly, this 
increase will bring additional mort- 
gage funds into our general market.” 

Back to the Middle West and to 
E. R. Haley, president, General 
Mortgage Corporation, Des Moines, 
who says: 

“The increase in FHA and GI 
interest rates has not in this area re- 
sulted in opening up the market, For 
those investors who are still accepting 
a limited amount of FHA and GI 
loans, it has produced a more favor- 


able sales basis for the mortgage 
banker. The market at this early 
date appears to be from par, 99, 
and 99 with % per cent servicing. 
Most of the principals contacted have 
in no way given indication of in- 
creased mortgage portfolios. 

“Savings and loan institutions and 
banks who previously made FHA and 
GI loans have now come back into 
the market in a limited way. Their 
policy now seems to be ‘we will take 
a few now that the rate is increased 
but the door isn’t open.’ Practically 
all are requiring substantial down 
payments on GI loans. Where before 
a small down payment was required 
on GI loans, 10 to 20 per cent is 
now required. 

“Summing up, I would say that in 
this district more money is available 
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but in no sense the amount that was 
anticipated sixty days ago when we 
hoped for the increased rate.” 
From one of the Mountain States’ 
this summary: 
“The most constructive thing that 
has come from the 4% per cent is the 
lifting of uncertainty from the minds 
and_ brokers. 


largest cities comes 


of builders, investors 
The announcement has not resulted 
in any par market in this part of the 
country. One of the major insurance 
companies has given its correspond- 
limited amount of VA 
However, the amount 


indi- 


ents a very 
money at par. 
small that it 


cative of the general situation. 


is so cannot be 


“This small amount of GI money 
is the only real indication that the 
log jam has been broken. Most prin- 
cipals have indicated a ‘wait and see’ 
attitude, and have made no specific 
announcements to any of their cor- 
respondents or brokers in this area. 
It is 
keeping a 
market. It would be our guess that 
a market on both FHAs and VAs 
could be established here at approxi- 
mately 981 


impression that they are 
the bond 


oul 


close watch on 


“There is absolutely no indication 


in this territory that the new rates 
would result in over building. This 
might possibly follow after the prin- 
cipals in this market have made a 
more definite statement of their atti- 
tude in these investments. 

“There are indications that the 
savings and loans out here are going 
to get into this market now at par on 
existing construction. Presently they 
are requiring 15 per cent as a down 
payment and are making the loan for 
a period of only 15 years. One of 
these savings and loans has made an 
announcement of approximately $2,- 
000,000 to $4,000,000 as available on 
these terms. It is expected that sev- 
eral others will follow on these terms 
or some that are a little more liberal.” 

Says Warren Stringer of Dunn & 
Stringer Investment Company, Mil- 
waukee: 

“It is too early to tell. As of now 
we can sell VA and FHAs at par to 
one of our principals and at 99 to 
another. Two or three of the other 
principals have not advised us what 
their mortgage purchasing program 
will be. Yes, the rate will stimulate 
some building but it will not be the 
cure-all that many expected that it 
would be.” 


The Market Has Hard Time “Getting Settled” 


First reaction from the increased 
rates has been disappointing, in the 
opinion of Walter C. Nelson, presi- 
dent, Eberhardt Company, Minneap- 
olis: 

“To date the response from inves- 
tors to the change in interest rate of 
GI and FHA loans to 4% per cent 
has been disappointing. Undoubtedly 
this is because other investments have 
a rate of return that is equally or 
more attractive. 

“Many of the companies have with- 
drawn completely from the FHA and 
GI loan market. The change in inter- 
est rate has not brought any of those 
companies back. 

“Many insurance companies have 
had their correspondents on an allo- 
cation basis with the allocation being 
only a small amount of the potential 
volume available. 
of the companies has changed that 
this 
most instances changed the price that 


It seems that none 


allocation up to time, nor in 


they will pay for the loan. 
“We find that FHA loans are being 
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sold at 99 and at par. VA loans are 
being sold at 984% to par. 
“Currently the market on FHA and 
VA loans is being met primarily by 
the local banks and savings and loan 
associations. Were it not for the local 
institutions there would be an extreme 
shortage of available funds for both 
types of loans. The current practice 
among savings and loan associations 
is to charge the veteran | per cent to 
make the loan and generally charge 
the real estate broker 1 to 1% points 
for making the VA loan. This is the 
same practice as was being followed 
when the rate was 4 per cent. 
trend noticeable at 
for eliminating of 4% 
cent conventional loans with increase 
in rate from 434 to 5 per cent. Ap- 
proximately half of the outside in- 
vestors have stopped making 41% per 
cent loans and there is a question as 
to how long they will be available 


“There is a 


present per 


locally.” 
From Oklahoma and from Albert 
Mager, president, Mager Mortgage 


Company, Oklahoma City, comes this 
analysis: 

“It is a little too soon to know just 
what the market for VAs and FHAs 
at 4% per cent will be. My own 
opinion is that in many cases they 
will sell at 99. Where the borrower 
is in a position to pay from 10 to 20 
per cent down, they will sell at par to 
some investors. Many of the investors 
are over committed, and some of ours 
have informed us that it will be 30 
days or more before they can formu- 
late definite policies on the new 4/2 
per cent loans. 

“The increase in the rates will help 
to market the loans; however, until 
the present unprecedented demand 
for funds all over the country is taken 
care of, there will only be a limited 
market for FHA and VA loans. 

“The higher interest rates will not 
stimulate over building. Banks financ- 
ing builders are inclined to be more 
conservative. We are now in a 
buyer’s market for homes. We do not 
have a housing shortage in Oklahoma 
City and Tulsa, and I believe this is 
true in many cities. 

“My own impression is that the 
increase of interest rates, at this time, 
puts us in a much more favorable 
position. Our real problem is the 
tremendous demand for funds. There 
just isn’t enough money to go around. 

“I believe that within a period of 
3 to 6 months, or not later than Jan- 
uary 1, 1953, there will be a ready 
market for both VA and FHA loans 
at par with one-half servicing to the 
servicer. 

“Things may happen in the mean- 
time that would change the entire 
picture. We must realize that for 
15 or 20 years we have been in an 
inflationary period. We have had a 
change of administration in Wash- 
ington. The policy of the new admin- 
istration is to stop inflation through 
credit controls wherever possible, and 
to restore sound value to our money. 
With valuations of all commodities 
the highest in many years, and with 
many people a little jittery, the ad- 
ministration could start a mild reces- 
sion by putting on the brakes a little 
too hard.” 

From Atlanta, comes this report: 

“No one in our City has been inun- 
dated by the ‘flood’ of GI money 
some said there would be if the rates 
raised. Some principals 


were few 














have returned to the market at prices 
ranging from 99 to par but in each 
instance the correspondents were 
given very limited quotas. Sales have 
been a little slower than usuai and 
there has been no noticeable increase 
in starts since the raise took effect 
due partly to the fair inventory of 
houses on the market and the 
continued uncertainty of permanent 
financing.” 

Cutting across to Birmingham, here 
is the viewpoint of a lender there: 

“While it is probably too early to 
formulate a definite opinion as to 
the effect of the change in the FHA 
and VA interest rates, the reaction 
received up to the present has not 
been at all favorable. Investors to 
whom very desirable groups of loans 
carrying revised interest rates have 
been offered expressed an interest in 


the offerings only on a substantial 
discount basis. Unless the present 
trend is reversed it is still going to be 
difficult for builders and purchasers 
to secure adequate financing on a 
reasonable basis and mortgage funds 
will not be available in amounts re- 
quired for a normal construction and 
sales program. 

“The greatest majority of the in- 
surance companies have not as yet 
made any announcement as to their 
policy for the purchase of government 
insured loans. These announcements, 
if and when made, will have a very 
definite effect as to whether or not 
there will be a ready market and if 
so on what basis. Naturally we hope 
for a par market but it seems that 
this depends on the life insurance 
companies making adequate funds 
available at par.” 


Disappointed at Investor Attitude on Discounts 


Look for a par market for FHAs 
and VAs in the Philadelphia area 
eventually, says Russell C. Rosenfelt, 
executive vice president, Peoples Bond 
& Mortgage Company, Philadelpha: 

“I fully expect a par market in 
the Philadelphia metropolitan area 
for FHA and VA 4's. At the pres- 
ent time I feel that a lot of the large 
saving fund investors are shadow- 
boxing in order that the market may 
be firmly established price-wise. I 
feel that these sources have been so 
accustomed to purchasing FHAs and 
VAs at a discount that they are re- 
luctant to pay par even though the 
yield may be satisfactory. Large life 
insurance companies have already in- 
dicated their willingness to purchase 
these loans at par under a quota sys- 
tem with certain requirements as to 
down payments. I believe the saving 
funds will follow this lead within a 
short time. I am also of the opinion 
that the market will open up very 
shortly although one must not lose 
sight of the large number of distress 
over-hanging the market as 
well as any future action that may be 
taken by FNMA to dispose of their 
present holdings. In summation, it is 
my considered opinion that new con- 


loans 


struction will be stimulated as a result 
of the increase in interest rates and 
that future prospects look very good 
despite the fact that the immediate 


outlook may be somewhat clouded or 
confused.” 

Still too early to form any definite 
conclusions, says this Los Angeles 
lender: 

“The finance committees of many 
lending institutions are still studying 
the situation and have not announced 
their new programs. Locally, there 
has been no indication of any quan- 
tity of funds seeking FHA and VA 
investments at par, although there is 
a feeling that the market may even- 
tually firm up to a point where in- 
vestors will find such investments 
attractive without a discount. 

“From the standpoint of yield, VA 
and FHA loans, even with this latest 
increase in the interest rate, suffer 
somewhat by comparison with other 
types of investments available to 
financial institutions. Insofar as the 
Southern California territory is con- 
cerned, there appears to be no imme- 
diate danger of overbuilding, even 
though these higher interest rates 
should stimulate additional new con- 
struction. Even if the log-jam may 
have been broken, the growth factor 
we enjoy in this territory minimizes 
the danger of our housing supply 
becoming greatly in excess of the 
demand.” 

A Washington, D. C. 
banker is not pleased with the initial 
He said: 


mortgage 


reaction. 


“The reaction to the increased in- 
terest rates has been rather disap- 
pointing to us in the Washington 
area. All of the companies that have 
been contacted by men in our office 
have indicated that they would be 
interested only in purchasing VA 
loans at a discount up to two per 
cent at the new rate. I do not antici- 
pate any difficulty in selling FHAs at 
par. 

“Frankly, I believe the lenders, that 
is, the savings banks and the insur- 
ance companies, are making a grave 
mistake in not fully cooperating by 
purchasing VAs at par. I do not 
believe they actually could expect the 
government to approve a higher rate 
than 41% per cent at the present time 
and it will cause terrific problems if 
they insist upon buying the loans at 
a discount. It is imperative that all 
originators strive to hold the market 
to par, not give in to the discount, 
unless, of course, where we are in a 
‘jam.’ After all, we are only middle 
men and must comply somewhat to 
the demands of both the builders and 
lenders. 

“IT don’t believe the higher rates 
will stimulate over-building as the 
money just is not available for any 
more building than is going on at 
present. 

“I feel that if all of us play this 
game right, eventually the market will 
straighten out and will revert to par 
to the savings bank or insurance com- 
pany investor.” 

Now down to New Orleans and to 
Wilfred G. Gehr of the Wilfred G. 
Gehr Company who reports his views 
like this: 

“A few of the larger institutional 
investors are in the market for FHA 
and VA 4% per cent home loans at 
a price from 99 to par, but the mar- 
ket is very selective and not too 
strong. I observed very few of the 
middle size and smaller institutional 
investors are in the market at all. 

“The increase in interest rates on 
the FHA 4% per cent was not in 
keeping with the increase in the new 
3% per cent Federal bonds. In view 
of this situation the FHA interest rate 
should have been raised to 434 per 
cent. I do not believe that the high 
interest rates even if FHA went to 
434 per cent would stimulate over- 
building. However, if the govern- 
ment’s next new bond issue should 


THE MORTGAGE BANKER * June 1953 7 








come out at a three per cent rate, 
this action would stabilize the FHA 
mortgage. 

“The recent 
rate I think came too late to stimu- 
late the usual Spring building pro- 
gram. In our area new building 
construction is less than ever before 
and there are more homes on the 
market for sale than usual at this 
time of the year.” 

From Frank E. Hayward of Cold- 
well, Banker & Company, San Fran- 


raise in the interest 


cisco: 

“Specifically, there is no market for 
insured loans in the Bay area as of 
today. I find that the lending insti- 
tutions here are loaned up, not in- 
vesting in insured loans at all, or are 


waiting ‘to see at what level the 
insured loan market will be estab- 
lished.’ 


“Several Eastern institutions have 
notified correspondents in this area 
that they will purchase insured loans 
at prices varying from ninety-seven to 
one hundred, depending on term. 
However, no volume of funds seems to 
have yet been allocated to these cor- 
respondents to develop any volume of 
business on this basis.” 

From a Los Angeles lender: 

“The increases in FHA and VA 
rates will bring about a par market 
only for loans on properties in choice 
locations and where purchase involves 


not less than 5 per cent or 10 per 
cent down-payment in addition to 
impounds. The log-jam has been 


broken not so much by the increased 
rate itself but by the termination of 
uncertainty. the 
market will ‘open up’ to a lesser ex- 
tent than might been antici- 
pated. Several principals who were 
bidding 95, 96, 97 are now talking 
98 and 99. The higher rates will 
tend to stimulate some over-building, 
especially in sub-standard areas, un- 
less the lenders are discriminating. 
The to over-build will be 


stimulated as much by the elimina- 


However, even so, 


have 


tendency 


tion of down-payment and extension 
of term. This will tend to bring mar- 
ginal buyers into a market already 
tending, at least temporarily, to be a 
bit top-heavy. 


“The fact that increases have been 


definitely decided upon will make 
FHA and VA loans attractive for 
immediate commitments by major 
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lenders, but general business condi- 
tions seem to be dictating a prudent 
degree of caution. 

“The day-to-day situation, as indi- 
cated by our applications, is that 
regardless of record production fig- 
ures, there is still a very firm demand 
by the general public for better hous- 
ing at reasonable rates, which, in the 
long-run, will tend to absorb any 
over-building.” 

Surveying the Kansas City area 
and opinion, Dale M. Thompson, 
president, City Bond and Mortgage 
Company, said: 

“Lenders in the Kansas City area 
appear to be in no great rush to ex- 
pand their FHA and GI loans at the 
new rates. The discounts of 2 per 
cent to 1 per cent at which the new 
loans are selling indicate that the 
rates still are too low. However the 
lack of eagerness for these loans ap- 
pears to be not solely a matter of 
rate but also a surfeit of investment 
opportunities which makes it possible 
for lenders to be more selective. I 
see no danger that the higher rates 
will stimulate over-building nor lead 
to a revival of easy mortgage credit. 
It is my guess that there will be a 
gradual thawing of the FHA and GI 
markets but on a pretty selective 
basis.” 

The generally tight money market 
may mean that the FHA and VA 
increases are too little and too late, 
says Leslie M. Steele, executive vice 
president, Underwood Mortgage & 
Title Co., Irvington, N. J. 

“While there is some confusion 
existing since the increase in interest 
rate on both VA and FHA mortgage 
loans, there is no doubt in my mind 
that this increase is what was needed 
to stabilize the mortgage industry. 

“The secondary market in this area 
is now gradually settling down to a 
price between 98 and 100 depending 
upon whether the loan is 30 years 
with no down-payment or 25 years 
with at least 5 per cent down. 

“Most investors are demanding a 
higher yield since the interest rate 
was increased; however, only time 
will tell whether the demand will tend 
to defeat this, inasmuch as residen- 
tial sales are not as abundant as they 
were in 1952. To sum up, the pre- 
vailing tight money market almost 
makes the increase in interest too 
little and too late.” 


From an Oakland, Calif. member: 

“We find the VA and FHA mar- 
kets here absolutely dead. Some banks 
are not making them at all, but a few 
are making them on case basis. We 
have only one correspondent inter- 
ested in either FHA or VA loans and 
then only if at a discount of % of 
1 per cent, no tract deals, case basis 
only. 

“The ‘log-jam’ has not been broken. 
It is our opinion that the rise in rates 
on VA and FHA loans is so late in 
coming that the relative position of 
these two types of loans to conven- 
tional loans is approximately the same 
as it was a year to eighteen months 
ago.” 

Said Donald E. Nettleton, The 
Lomas & Nettleton Company, New 
Haven: 

“Our local savings banks lending 
directly have, in general, been taking 
care of the GI and FHA market even 
when the rates were at 4 per cent and 
4% per cent respectively. They have 
been doing this at a par market with 
no charges to the builder or borrower. 
It appears that they will go along 
with the same procedure now but at 
the 442 per cent rate. 

“The insurance companies have not 
demonstrated as yet any clear cut 
policy as to what they will do in Con- 
necticut with VA and FHA loans. 

Said Lon Worth Crow, Jr., Lon 
Worth Crow Company, Miami: 

“The increased interest rates will 
afford little relief to the present un- 
attractive yield of these mortgages. 
Although there will be a limited mar- 
ket in this area for individual loans 
at par, it is believed that block loans 
will not command a higher price than 
9842-99. In comparison to the cur- 
rent going rate of conventional loans 
of 5-5¥ per cent, such a price is 
justified. The presence of a great 
volume of unabsorbed 4 per cent VA 
loans, which undoubtedly will be on 
the market at distressed prices, will 
materially affect the over-all market 
for both FHA and VA loans. Ac- 
cordingly, I must reluctantly admit to 
no visible signs of a strengthening of 
the VA and FHA 4! per cent market 
within the immediate future.” 





Certainly there has been no “flood” 
of money into the mortgage markets— 
and flood was exactly the word some 
well-informed people were using to 




















describe what we might expect if the 
interest rates were raised. 

Was it a case of too little and too 
late? Few could argue that it was too 
little as far as VA went because there 
were just about as many who expected 
a quarter of 1 per cent increase as 
there were those who expected a half; 
but it could be a question of too late. 
Actually, if the increases had come 
two months before, it would have 
been a different story. For just as 
the Treasury-Federal Reserve “ac- 
cord” marked a turning point in mon- 
etary history, so did the 3% per cent 
government bond represent an equally 
vital development in our financial 
economy. Events in the money mar- 
kets rarely, if ever, moved as fast as 
they did when the Treasury an- 
nounced its new long term financing. 
How quickly and how deeply the 
changes came were dramatically re- 
flected in the bond market where ac- 
tual conditions could be viewed much 
easier than in the mortgage field. To 
illustrate, a leading southern power 
company with excellent credit rating 
went to market in mid May for funds 
to finance additional construction. On 
a competitive bid its bonds were re- 
tailed at 102.172, yielding investors 4 
per cent. Two months before it could 
have sold the issue on a 3% per cent 
basis—and now additional interest of 
$2,700,000 will be added over the life 
of the bonds. Another utility had the 
same experience with a 37% per cent 
bond. Two months earlier it would 
have done the job at 3% per cent 
and over the 35 year maturity could 
have saved over $5,000,000. Similar 
situations have been legion in recent 
weeks and some borrowers have had 
to reduce the amounts they wanted 
for expansion, while others, with less 
favorable credit ratings and faced with 
interest rates of 534 per cent and 6 
per cent have simply called the whole 
thing off. 

One key to the situation as far as 
the mortgage industry goes is that the 
buyers of loans are rather heavily 
committed. 

“We've never been so short of funds 
in the twenty years I have been with 
the company,” said a vice president 
of one of the large insurance compa- 
nies. All sorts of borrowers who have 
been looking to the insurance compa- 
nies for long-term financing find that 
their source of funds is drying up. The 











It’s Time to Take 


INVENTORY OF 
YOUR PERSONNEL 


You don’t have to be reminded that one of your most 
valuable assets is your personnel. Are you “ploughing 
back” into this side of your business what you should, 
making a continuing investment in your personnel so that 
they may be as well equipped as possible to do their jobs? 


Yes, it’s inventory time—of your personnel. Stop for a 
moment and consider carefully your entire staff, their 
duties and responsibilities, and what you are expecting 
from each in the future. The chances are good you'll agree 
that one of the best investments you can make in your 
business today is sending one or more of them to the only 
educational courses in the mortgage industry— 


MORTGAGE BANKING SEMINAR 
Northwestern University—Chicago—June 22-26 


ADVANCED MORTGAGE BANKING SEMINAR 
Northwestern University—Chicago—June 29-July 3 


WESTERN MORTGAGE BANKING SEMINAR— 
Stanford University—California—August 17-21 


The Seminars are created for everyone working in mort- 
gages. If a young man is new in the business, the Seminar 
is almost a must for him. If he’s been working for some 
time, give him the advantage of getting this full authori- 
tative review of everything that makes up the mortgage 
operation, told and explained by some of the most compe- 
tent and experienced men in the industry. And for your 
women employees the Seminars are particularly valuable 
because they give them a better understanding of your 
business. Thus, they become more valuable to you. 


The Seminars have always been highly successful under- 
takings and constitute achievements to which MBA likes 
to point with pride; but this year it seems the selection of 
subject material and speakers surpass anything yet offered. 
Registrations are now open for all three. The Northwestern 
Seminars are being filled rapidly and for these you should 
act quickly to insure acceptance. Write or wire Frank J. 
McCabe, Jr., Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Ill, for a com- 
pletely descriptive booklet and all data. 

















poorer credit risks are finding their 
search for financing exceedingly diffi- 
cult and even the best risks are finding 
it tough. 

Insurance companies were heavily 
committed for mortgages in March, 
1951, and, as was confidently ex- 
pected, as soon as the commitments 


were worked off they would be back 
in the market. Actually these optimis- 
tic prophecies of two years ago never 
fully materialized in the way most 
people thought they would. The plain 
fact is that the supply of money for 
loans and investments just hasn’t kept 


(Continued on page 29) 
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The Higher Cost of Money 


and WHAT IT MEANS for 


BUSINESS AND MORTGAGE LENDING 


HIS nation has experienced an 


unprecedented long period of 
high business activity and prosperity. 
National income has increased stead- 
ily for more than ten years with only 
two minor interruptions, in 1945 at 
the end of World War II and in 
1949 prior to the start of the Korean 
numerous 


conflict. There have been 


readjustments within particular in- 
dustries but these have been of little 
consequence in the overall economic 
picture since high consumer income 
has been sufficient to keep up the 
general level of demand to a point 
where production and national in- 
come continued on to new peaks after 
each of these brief periods of hesita- 
tion. 

With this long stretch of prosperity 
behind us there is a presumption at 
least that we might be facing a pe- 
riod of readjustment if not recession. 
Many have 
dicted that such readjustments should 
and with 


business analysts pre- 
have occurred before now; 
the prospective leveling off of na- 
tional defense expenditures, there 
seems to be a preponderance of in- 
there will be 
some decline in business activity and 


formed opinion that 


industrial production either the latter 
part of this year or during 1954. 
ground fot 


There is considerable 


this position. Capital expenditures 
of business and industry have been 
at record levels for several years and 
such tremendous annual additions to 
plant and equipment by American 
industry appear likely to 
taper off decline. Basic com- 
modity prices have tending 
downward now for years 
and farm prices in particular would 
have declined further had it not been 
for the government support programs 
that have maintained farm prices at 
artificially high levels. There has been 
weakness in prices of many industrial 
products also. The basic commodity 
index of industrial materials, for ex- 
ample, has dropped from nearly 160 
at the beginning of 1951 to less than 
95 today. The base of this index is 
average prices from 1947 to 1949. 


would 
and 
been 


over two 


The construction industry has been 
operating at an extremely high level 
for several Residential build- 
ing with over a million new housing 
starts a year is at a rate which many 
people do not think can be main- 
tained, particularly in view of the 
tightening of money in the mortgage 
market and the reduced level of fam- 
ily formations. The automobile in- 
dustry, agricultural equipment indus- 
try and other important durable goods 
industries are running into sales re- 


years. 


sistance from consumers and current 
high levels of production in these 
lines appear in question. 

The prospect of a truce in Korea 
with a curtailment in the national 
defense program coming on top of 
this background might easily produce 
an economic setback of considerable 
magnitude. The action of the stock 
market during recent months reflects 
the general feeling of uncertainty 
about the future. 


The big question is whether we 
can make necessary adjustments to a 
new situation without experiencing a 
overall 


decline in general demand 
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that might become cumulative in its 
effect upon employment, income and 
general business activity. 

My own hunch is that areas of the 
economy other than defense expendi- 
tures will not turn out to be as bear- 
ish as some analysts are predicting. 
Consumer buying, as evidenced by re- 
tail sales, has been holding up quite 
well this year. Automobile sales have 
exceeded general expectations and 
sales of other durable goods have been 
surprisingly high. With recent firm- 
ing of prices of most industrial mate- 
rials there seems to be little disposition 
by business and indvstry to reduce 
The sale of new homes, 
than a 


inventories. 
although somewhat 
year ago, still is satisfactory and we 
should have at least a million new 
starts of residential construction again 


slower 


this year. 

According to a recent survey by 
the S.E.C. and the Department of 
Commerce, outlays by business for 
new plant and equipment in 1953 will 
total $27 billion. This is more than 
we had ‘n 1952 and reflects 
carry-over of projects whose comple- 
tion was delayed by the steel strike 
of last year. American business as 
a whole has many well-thought-out 
plans for expansion extending over 
several years and these programs will 
be put into effect so long as we do 
not get a significant downturn in gen- 
eral business activ ty. Continued high 
volume of capital expenditures will 
of course be a major factor in sustain- 
ing a high level of general business 
activity. Construction programs of 
state and locai bodies should continue 
upward at least dur'ng the next year 
or so, as there is a pressing need in 
nearly every community for virtually 
all types of public improvements, in- 
cluding schools, streets, bridges, roads 
and utilities of all kinds. 


some 


On balance, therefore, there should 
be enough stimulating factors in the 
business picture to offset any weak 
spots that may develop in individual 
industries so that national income and 
business activ:ty will probably con- 
tinue at a high level for the balance 
of 1953 at least, and probably extend 
well into 1954. This means a big 
demand for long-term funds in the 
forms of new corporate issues, new 
municipal securities and mortgage 
loans on top of the new money that 
will need to be raised by the Federal 


government to finance the anticipated 
deficit during the next fiscal year. 

This is the economic background 
to keep in mind in looking at prob- 
able developments in the money mar- 
ket during the months ahead. 

Many of us do not yet fully appre- 
ciate the tremendous revolution that 
has occurred in the money market 
since the Federal Reserve removed 
the pegs from the government secu- 
rities in March 1951. After nearly 20 
years of controlled rates, few of us 
have had any real experience with 
operating in anything approaching a 


free money market. 

Consequently it has taken time to 
adjust our thinking and to examine 
our lending policies in the light of 
such fundamentally changed condi- 
tions. Most of us had become so ac- 
customed to operating in an easy 
money market we regarded such con- 
ditions normal. The tightening of 
money rates which developed during 
1951, 1952 and 1953 has been consid- 
ered a temporary condition that might 
soon pass over and we would return 
to the days of a plentiful supply of 
funds at low rates. 


Rise in Interest Rates Probably Far from Complete 


This sort of thinking has dominated 
the minds not only of many institu- 
tional investors but also of most mort- 
gage bankers. We have only to recall 
the programs of MBA meetings dur- 
ing the past two years to realize how 
true this is. The argument has been 
presented at nearly every session that 
the demand for funds would tend to 
dry up and as soon as investors worked 
off their abnormally high commit- 
ments and the accumulation of new 
savings would result in sufficient de- 
mand for mortgages to reestablish the 
old pattern of rates. This was the 
major theme of several speakers at the 
MBA Convention in Chicago last fall 
who confidently predicted that by the 
spring of this year there would be a 
large amount of long-term investment 
funds pressing on the market to find 
outlets. As we all know, this has not 
occurred, and the money market to- 
day is tighter than it has been at any 
time during the last 20 years. 

In my opinion the upward adjust- 
ments in interest rates are far from 
complete in many areas of the money 
market. The Treasury recently made 
its first cash offering of long-term 
securities since World War II with a 
relatively small issue of one billion 
dollars of cash at 3% per cent for 30 
years. Despite the fact the issue 
was heavily over-subscribed and allot- 
ments were on the basis of 20 per 
cent of subscriptions, the issue did 
not command a premium in the mar- 
ket. Consequently other government 
security prices have declined to new 
lows and the corporate security mar- 
ket has been extremely weak. Recent 
issues of good quality public utility 
bonds are selling in the market to 


yield investors better than a 4 per 
cent return. Fully tax-exempt mu- 
nicipal bonds are now available in 
increasing volume at rates which are 
attractive even to institutional buyers. 

If the Federal Reserve continues on 
the sidelines and lets interest rates 
seek their own level in a free market, 
the prospective large volume of new 
issues of long-term securities points 
toward still higher yields. Moody’s 
reports that some three-quarters of a 
billion dollars of new public offerings 
of corporates are planned between 
now and July. In this same period an 
even larger amount of new municipal 
securities will come on the market. 
This flood of new offerings will hit 
the market at a time when insurance 
company commitment accounts, in- 
cluding recent purchases of the long- 
term Treasury 3%’s which must be 
paid for by the end of July, are prob- 
ably at an all-time peak. High busi- 
ness activity with a high price level 
simply requires a lot of money. Not 
only are capital expenditures high 
but working capital needed for inven- 
tories, receivables and taxes is far 
greater than business anticipated. To 
an increasing extent this money must 
now be raised from the long-term 
capital market as commercial banks 
are in an extremely tight position. Al- 
though life companies and other insti- 
tutional investors are currently receiv- 
ing a large amount of new money 
from current savings and loan repay- 
ments much of these funds are already 
committed and their government se- 
curities are at prices where liquida- 
tion would involve substantial losses. 

Thus, for the next few months at 
least, the pressure should be toward 
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higher rates on all types of long-term 
securities, despite the fact that long- 
term rates have already advanced 
sharply during the past few months. 

Under these circumstances, current 
rates on mortgage loans appear defi- 
unattractive to institutional 
investors. For some time now, FHA 
and GI loans have been a drug on 
the market. It is extremely doubtful 
that the change in rates will be suffi- 
cient to make such loans appealing 
j and 


nitely 


to investors in view of recent 
prospective changes in yield on other 
types of investments. In fact a gross 
rate of 44% per cent on GI loans and 
FHA loans will probably still mean a 
discount market on these loans. This 
At a 4% per 


we deduct 2 


arithmetic: 
cent rate when 
per cent for servicing and add another 


is merely 


gross 


“4 per cent for home office expense, 
the net return is reduced to 3% per 
cent without taking into account any 
losses that may be involved in fore- 
and on FHA 
which continue to carry an unrealistic 
coupon. This rate of 334 per cent 
can readily be obtained and exceeded 


closures debentures 


in today’s market on quality bond 
investments. 

For instance, take my own com- 
pany, the Kansas City Life Insurance 
Company. It has been and will con- 
tinue to be primarily a mortgage com- 
pany. At the end of 1952 we had 
approximately 55 per cent of our 
assets in mortgage loans and have al- 
ways operated through mortgage loan 
correspondents. Although we reduced 
the volume of our purchases of mort- 
gage loans during the past three years 
we at no time completely withdrew 
from the mortgage market but con- 
tinued to provide an outlet to our 
mortgage loan correspondents even if 
on a limited scale. We have done 
this for several reasons: Our long 
run determination to stay in the mort- 
gage field; desire to assist our 
mortgage loan correspondents as 
much as possible despite the fact that 
other avenues of investment were cur- 
rently more attractive; and because 
we felt mortgage rates would be ad- 
justed to other investment opportu- 
nities more promptly than has proven 
to be the case. 


our 


Our company, along with other life 
companies which are substantial mort- 
gage lenders, have much at stake in 
wanting to see that the mortgage mar- 
ket is not placed at a competitive dis- 
advantage in attracting funds during 
this period of transition to free mar- 
kets. We have a genuine interest in 
preserving the mortgage loan corre- 
spondent system and we do not want 
it jeopardized by government pro- 
grams that price FHA and GI loans 
out of the inst:tutional market. That 
is why I feel we should all be con- 
cerned about whether the recent in- 
crease in the maximum rates on FHA 
and GI loans is really adequate under 
present conditions. If, as I anticipate, 
there is going to be a further rise in 
yields on other types of investments 
the new rates on FHA and GI loans 
wll not be attractive and even more 
insurance companies may be forced 
reluctantly to withdraw or curtail fur- 
ther their activities in these markets. 
It becomes a little grim to apologize 
to your finance committee week after 
week when you present FHA and GI 
loans at yields below those obtainable 
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on other types of investment. With 
rates going up generally I am afraid 
most investment officers will continue 
to be faced with the same dilemma 
despite the rate increases on FHA 
and GI loans. 

For more insurance companies to 
withdraw from the mortgage market 
would be particularly unfortunate 
now since we would be in effect aban- 
doning the mortgage market to sav- 
ings and loan associations and others 
who, by making loans direct, can ob- 
tain fees, etc., which compensate them 
to some extent as compared with in- 
stitutional investors who operate pri- 
marily through mortgage loan corre- 
spondents. We all know that mortgage 
bankers have in the past at least been 
the backbone of the FHA and GI 
markets and for them to be forced 
to turn these markets over to othe 
investors merely because rates are 
frozen at unrealistic levels either by 
law or by Administrative action of 
the government agencies responsible 
for these programs would seem 
only unfair to mortgage bankers, but 
also in the long run a disservice to 
Another 


not 


home owners and veterans. 


Complete set (ledger and customer copies) with 
custom-figured amortization schedules 








at the same time) — 





possible and serious consequence if 
this occurs may be renewed pressure 
for a revival of FNMA purchases and 
of more direct loans by the Veterans 
Administration. 

Another surprising and discourag- 
ing development was the recent action 
of FHA and VA in permitting smaller 
down payments and lengthening of 
terms on and insured 
loans. In the present market, institu- 
tional investors certainly feel that sub- 
stantial down payments and relatively 
short terms will continue to be neces- 
sary in order to make mortgage loans 
at all attractive in comparison with 
other investment opportunities. 

In this era of a return to free mar- 
kets perhaps the best solution to the 
problem would be to establish a rela- 
tively high maximum rate on FHA 
and GI loans, say 5 per cent, and 
allow the market to set the rate on 
individual This would prob- 
ably result in certain sections of the 
country having the maximum rate 
while in other sections the going rate 
might be set at a lower figure. Indi- 
vidual borrowers might be able to 
bargain for rates below the maximum 


guaranteed 


cases. 


...Only 
75¢ per set! (35¢ per set for each additional set of the 
same schedule ordered 




















re eer meer 
1333 * 64.778 + 403535 + 
tyes — $38 aaa 
46-284 see t—Resere | 
165% + 6» 4 
tese 1 cea0a 

tees 5 

xX *) + 

53> 4+ 













oe ee uy! 
1554 67823 1 — Sy 
is37) 67802 +—-3.293.95 
a4 68088 -—+——-5325.58 
3491-4 68.072 +— 335695 
4372+ cee 3087 
1344 - 68.942 $018.7? 
t Mat + 69.22e 2.94928 
}—+ + 8 | 
+229 | + 
i } 
gid 






















L444 
FN 






I] 
LT | | 
/®/*/8/8is/sigisizis e's 





+ 
} 








++. 
ie 


BLOCCONAY 


te 












Useeuss 


pt 






[a 





Please send me. . 
tion schedule figured on the following information: 


1. Principal and Interest Requirement............. 
2. How payable (monthly, quarterly, etc.).......... 
ERR 5k oe cordance sadness dbondbesesdisas 


COMPANY..... 


ADDRESS... 0 ccccccccccccccccccccccccccccccsccese 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
WE. inti cubbblodaans ouabadarkndaden eats 
| 
| 
| 
| 
| 
L EE cisnkéccmesmanndadiaiebdties 


depending upon their equity in the 
property and their financial status. 
Also it would make possible loans in 
smaller communities where little if 
any money is now available through 
FHA and GI loans. 


Adjustment in rates on conven- 
tional mortgage loans is overdue. 
Rates on’ conventional loans have 
been held down during the last few 
months partly because of the arti- 
ficially low rates on FHA and GI 
loans. Now that these latter rates have 
been raised we may anticipate an in- 
crease in rates on conventional loans 
by at least as much as % of 1 per 
cent. In view of other long-term in- 
vestment opportunities there is no jus- 
tification for a conventional residen- 
tial mortgage loan to be made at a 
gross rate under 5 per cent in today’s 
market, and in most cases the rates 
should be higher. With estate 
values and costs of construction at 
present extremely high levels, there is 


real 


good reason for caution on the part 

of lenders. In the period ahead I be- 

lieve you will see institutional inves- 
(Continued on page 38) 
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tion schedule. The cards, tabulated by our special high 
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These cards, designed to fit standard bookkeeping oper- 
ations, incorporate the best designing and operating 
ideas of mortgage service managers all over the country. 
Ample space is provided for the addition of all necessary 
mortgage information. 


MAIL COUPON TODAY! (On normal orders we guarantee 
to have your Cashier Cards in the return mail within 
24 hours after receipt of your order! ) 
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Amount of Loan 


Due as Follows: 





Address of Property 


Type of Improvement. 








Physical Value... $ 


Economic Value..................... Seat 


Market Value. 








LI TLE while back we declined 
a mortgage applic ation from one 


of our correspondents and one of the 


reasons given was the age of the 


building. He indicated to us—not too 


subtly—that this was the result of our 
not hav.ng acted promptly and that 
the building had grown old while we 
were making up our minds 

Be that as it a fact that 


obtained on 


may, it 1s 


speedier action will be 


complete, well-presented submissions. 


Many excellent offerings may have 
gotten off on the wrong foot and 
have been delayed or declined be- 
cause of faulty presentations. In an- 


alyzing what the investor wants in a 
mortgage loan submission today, with 
primary emphasis on residential and 


apartment offerings, and secondarily 


on stores, these background facts 
should be kept in mind: 
As a background I would like to 


make three points: 
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First: Investors in are 


long 


mortgages 


term investors. An insurance 
company from mortality and experi- 
ence tables knows pretty well what it 
may be called on to pay out at any 
time and does not have to keep the 
liquidity required of a commercial 
bank. 


only 


Consideration must be given 


not to the immediate picture, 
but projections into the future must 
be made. The probable income, the 
probable economic need ten or fifteen 
years hence must be analyzed. Loans 
that may be perfectly good and sound 
for a commercial bank on a short 
term basis will not qualify for a long 
term An example might 
be of an independent gas station op- 
eration, well-known, well-thought of 
financially sound and 
The local bank might be 
make a loan on a three to 
five year basis. We could not consider 


it for a ten to fifteen year mortgage. 


mortgage 


locally, well- 
established. 


glad to 








A rerouting of a highway could iso- 
late him completely. This could eas- 
ily happen and cannot be foreseen 
more than a few years ahead. How- 
ever, if that same station were leased 
to any number of leading oil compa- 
nies for the period of the loan, the 
entire picture is changed. 

Second: Each investor has his own 
likes and dislikes and it is improbable 
that any single investor will have a 
broad enough policy to absorb all the 
loans that an active mortgage com- 
pany can produce. Familiarize your- 
selves with the preference of as many 
investors as possible. An ideal situa- 
tion is to have principals whose de- 
sires vary. Some investors like resi- 
dential properties, some industrial and 
commercial. Some lean towards in- 
sured or guaranteed loans, others 
strive for the higher yields available 
in conventionals. Keep in mind at 
all times the likes and dislikes of the 





You know what investors are looking for in loan submissions? It was about the first thing 
you ever learned in this business, you say? That may be very true but sometimes it isn’t a 
bad idea to review some of the best-established practices in your operation and see if you've 
kept abreast of changing thinking and methods. 


investor to whom the submission is 
made. These will change from time 
to time, but close contact should keep 
you abreast of policy changes. 
Third: In the case of those inves- 
tors to whom other avenues of invest- 
ment are available, mortgages 
compete with other investments for 
funds. An insurance company strives 
for the best yield that can safely be 
obtained. When corporate demand is 
heavy and the rate attractive, and the 
normal yield differential no longer 
exists, money will be diverted from 
mortgages. Consequently, loans that 
a given investor would take without 


must 


question in four out of five cases, 
loans that meet the requirements in 
all respects and fit right into the pat- 
tern, may not be taken because of 
internal pressure for funds at a given 
time. 

Regardless of the type of security, 
there is a certain similarity in most 
submissions. They should include a 
letter of transmittal outlining the 
highlights of the offering and com- 
menting on features requiring special 
explanation, an application, suitable 
credit information, photographs, maps 
and plats as indicated by the circum- 
stances. Procedures vary between in- 
vestors as to who makes the appraisal. 
It may be the company’s own repre- 
sentative, independent fee appraisers 
or the correspondent. 

The submission should indicate 
clearly the terms on which the cor- 
respondents recommend it, including 
the prepayment privilege and any ad- 
ditional covenants or restrictions. It 
should present a clear picture and 
anticipate pertinent questions. 


If an investor has been making res- 
idential loans in a town he undoubt- 
edly has already studied that commu- 
nity, its need for housing, the type of 
housing needed, the stability of its 
industry, and the probable future de- 
mand. He will continue to watch 
these factors and will want to be in- 
formed of changes as they take place. 
However, once an initial analysis has 
been made, he will not generally re- 
quire the situation to be restated with 
each application. However, he will 
want to know about the neighborhood 
in which the offering is located, its 
convenience to facilities such as shop- 
ping, schools, transportation, the ap- 
proaches to it, its age, its general lay- 
out, the typical income and economic 
status of its Obsolescence 
and changes in areas are responsible 
for more loss of value than is pure 
physical depreciation. The next con- 
sideration is the house itself. Here 
the most desirable is the medium 
sized, moderately priced, generally 
stable home. It should conform to 
the pattern of the area. Investors 
shy away from the larger, estate type 
homes, as a general rule. There are 
fewer people who can afford the up- 
keep, the maintenance, the help re- 
quired to keep them going. Loans of 
over $20,000 to $25,000 may well be 
restricted to 50 per cent of the valua- 
tion and the term may also be cut 


residents. 


down. 

Resistance may also be encountered 
at the other end of the scale. Houses 
with two small and no 
facilities for expansion may easily be 
outgrown. Reports we have received 
field offices indicate this 


bedrooms 


from our 








By R. MANNING BROWN, JR. 


type to be in oversupply in some 
areas. 

The appraisal is of paramount im- 
portance. It should be made from 
the viewpoint of an expert real estate 
buyer, purchasing for long term in- 
vestment or personal use. It should 
never be made from the seller’s point 
of view. His interest terminates upon 
receipt of the purchase price. The 
interests of a prudent buyer and of 
a prudent investor lie in the future 
performance or utility of the property 
and in the prospects of capital recov- 
ery at some indefinite future time. 

The main factor in any loan is the 
borrower and his ability and willing- 
ness to meet the payments. Both abil- 
ity and willingness are important. 
Those with collection experience 
know how much easier it is to work 
with a borrower who is sincerely try- 
ing to meet his instalments with lim- 
ited means, than it is to get to first 
base with one who may well be able 
to pay but just can’t be bothered. 

If we are to be spared some bad 
collection headaches in an economic 
set-back, however slight, an_ effort 
must be made to screen credit now. 
These are relatively good times, wages 
and employment are high. If an ap- 
plicant does not qualify for a loan 
under today’s conditions, the loan 
should not be made. No matter how 
thorough a credit analysis is made. 
some borrowers will later run into un- 
foreseen difficulties. This is a normal 
risk in the lending business and they 
can in many cases be helped out. The 
problem is to weed out the abnormal 
risk before the loan is made. 

To help pass a credit we have de- 





Assistant Vice President, New York Life Insurance Company 
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veloped a credit rating pattern for a 
residential applicant. His weighted 
annual income is determined as fol- 
lows: Full credit is given for regular 
and half credit 
for investment income, one third for 


wages commissions, 
overtime, bonuses, secondary jobs; ad- 
ditional credit is given for the wife’s 
earnings, the percentage being deter- 
mined by her age and type of work. 
The resultant net annual 
income is divided by 60 and the re- 
sult divided by the monthly earning 
charge of the to arrive at the 
carrying charge ratio. Less than one 
is considered poor. Over 1.8 is excel- 
Other 
as job security, employment record, 


weighted 


loan 


lent. factors are rated, such 
attitude towards obligations as deter- 
mined by a credit report, age, health, 
number of dependents, and a final 
score is reached. Sixteen points are 
needed to qualify. 

This form is a help, but it is a guide 
mechanical sub- 
stitute for credit judgment. We have 


declined applicants with well over 16 


only. There is no 


points when we learned of a chron- 
ically casual attitude towards his 
debts. There was no reason for us to 
expect better treatment. 

Che term of the loan is, of course, 
important. We prefer a monthly pay- 
ment loan to be fully amortized in 
a term not to exceed 20 years and to 
be occupied by the The 
equity is a factor and so is its source. 
A $6,000 down payment from hard 
earned savings constitutes more real 
ownership than the gift 
from a father-in-law. 


owner. 


same size 

Despite reports to the contrary, I 
believe investors generally analyze an 
insured and guaranteed application as 
Re- 


gardless of the backing of a federal 


carefully as a conventional one. 


agency, it is just as time consuming 
and expensive to service a delinquent 
VA or FHA loan. 

Now for a brief look at apartment 
the effective 
demand seems to have been satisfied, 
suites in the higher 

Because of this, in- 
vestors will probably be quite selective 
in their apartment project lending ac- 
tivities. 


loans. In many areas 
especially for 
rental brackets. 


Family formations are now 
coming from the children born in the 
thirties—the depression period 
the birth rate The 
demand for rental units may be ex- 
pected to diminish. However, there 


early 


when was low. 
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are differences between areas of the 
country, depending on the rate of 
growth, and the emigration and im- 
migration of workers. So a market 
will continue and loans made on 
projects that are well planned and 
financed. 

My colleague, Bud Buckner, in a 
talk given at MBA’s Northwestern 
Seminar last June, said that the in- 
vestor had learned these things from 
experience : 
>> Apartment projects are a_ basic 
form of housing needed by a certain 
segment of the population. 
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>> The annual net income produced 
by any apartment is subject to so 
many variables during the life of the 
usual mortgage that a wide fluctua- 
tion is inevitable. The earning stream 
cannot be expected to remain con- 
stant for an extensive period of time. 
>> Proper amortization is essential 
for the success of the investment. 
Heavier amortization may be indi- 
cated in boom years. 


The investor must satisfy himself 
that the project under consideration 
can produce sufficient income to amor- 
tize the loan. 


The appraisal is one 
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of the most important pieces of data 
accompanying the offering. It may 
be made by the company or by an in- 
pendent appraiser but regardless of 
who makes it, certain questions must 
be answered. The appraisal has a 
two-fold purpose: it fixes the maxi- 
mum legal amount of the loan and, 
second, it reflects the project’s earning 
power both present and future. The 
determination of the maximum legal 
loan is a simple arithmetical calcula- 
tion but the estimated earning power 
of a large scale apartment house is 
the result of a careful investigation 
and study and of the assumptions 
which the appraiser makes. The ap- 
praisal of a large apartment should 
include not only a valuation but full 
information on: first, the conditions 
of supply and demand in the com- 
munity. Obviously if there are nu- 
merous vacancies in other similar 
projects it will be difficult to interest 
an investor in the mortgage loan of- 
fering. There could be, however, 
heavy vacancies in a different class of 
project, such as high rent or luxury 
apartments and still be a strong de- 
mand for the type under considera- 


tion. Second, the appraisal should in- 
clude some information on the health 
of the local economy and the trend 
for the future. Are there any indica- 
tions of increasing unemployment? 
Does the local economy have a broad 
base or is it dependent on one or two 
industries? Is the population increas- 
ing and if so, why? Those questions 
and any other pertinent economic 
data should be included in the ap- 
praisal in my opinion. The third 
thing which the appraisal should 
cover is a description of the amenities 
of the location, proximity to schools, 
churches, transportation and _ retail 
stores. A fourth point which should 
be covered by the appraisal is the ac- 
ceptance of apartment living by the 
local population. There are many 
communities where apartments have 
never been accepted except as a tem- 
porary expedient. In some areas gar- 
den type apartments are acceptable 
whereas elevator apartments make no 
appeal. A case in point is a large 
project in one of our major cities con- 
sisting of multi-story buildings where 
the vacancy percentage is extremely 
high, apparently due to a preference 


to single dwellings or garden type 
apartments on the part of the public. 
In one of the major cities in Missis- 
sippi there is an example of a strong 
preference for single dwellings at com- 
parable cost and this condition has 
created heavy vacancies in one FHA 
608 project in that city for the past 
two years. By contrast, apartment liv- 
ing is much more popular in cities 
such as New York, Chicago and 
Washington, D. C. 

The investor will desire to avoid 
pioneering and should be advised as 
to the popular acceptance of. the 
apartments of the type being consid- 
ered. The fifth point the appraiser 
should cover is the propriety of the 
proposed rent schedule. The appraisal 
should reflect that the rents to be 
charged are competitive with those 
being charged for similar space. The 
investor will not be interested in lux- 
ury class rentals for space meeting 
only minimum standards of construc- 
tion, layout, room sizes and location. 
Furthermore, he will not be interested 
in $60 per room per month rentals in 
communities which can afford only 

(Continued on page 29) 
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More Profits from 
BETTER COORDINATION of Your 


SERVICING and PRODUCTION 


FFECTIVE coordination of pro- 
E duction and servicing activities 
is a success requisite for any mortgage 
banking firm. Under present condi- 
tions, the successful mortgage banke1 
must have a “heads-up” production 
department and an alert servicing op- 
eration. To coordinate the activities 
of both operations requires skills and 
patience far beyond the understand- 
ing of our predecessors of prior years. 

Mortgage banking is broader and 
far more complex today than is com- 
monly realized. It involves much more 
than securing, processing and approv- 
ing loan applications. It involves far 
more than collecting payments, dis- 
tributing and remitting principal, in- 
terest and escrows. It involves more 
than maintaining good business rela- 
tions with builders, realtors, attorneys 
The 
must be a skilled 


lending institutions. mort- 


gage banke1 


and 
today 
craftsman in all of these phases of his 
the 
sess a comprehensive understanding of 


business and at same time pos- 


government regulations, all of the fine 


points of real estate law, real estate 
transfers, brokerage operations, ap- 
praisals, title insurance, fire insurance 
and of all mortgage lending tech- 
niques. 

In short, the mortgage lending pro- 
fession today is not an easy one. 

The coordination of two major de- 
partmental activities is, however, a 
clue to successful and more efficient 
operations. Production and Servicing 
are the two major functions of a 
mortgage business. It might seem, at 
first blush, that these two activities are 
only remotely related. They are sep- 
arated by the processing, settlement 
and other departments. To be sure, 
these two keystones of a mortgage 
business may be physically separated 
but they are closely related. One de- 
pends on the other. One may not 
survive but for the other. You may 
not separate their respective activities 
and keep them apart, any more than 
you would separate the mortgage in- 
strument from the bond, or the deed 
of trust from the note. 


“Mortgage banking is broader and more complex today . 


it involves much more than securing, processing and 


approving loan applications 


major departmental activities- 


ts a clue to successful and more efficient operations 


coordination of two 


” 


By MAURICE R. MASSEY, JR. 
President, Peoples Bond and Mortgage Company, Philadelphia 
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servicing and production— 


Objective planning and astute man- 
agement would suggest that these two 
operations be forged together. De- 
partment heads should be encouraged 
to confer, exchange ideas and make 
suggestions to personnel in each ac- 
tivity. The first step toward over-all 
coordination of production and serv- 
icing is a proper understanding of the 
functions and responsibilities of both 
departments by all the personnel in 
each. From this common understand- 
ing of the activities and problems 
characteristic of each department, 
ideas and suggestions as to improve- 
ment in many phases are bound to 
follow. 

Assuming that this common under- 
standing can be achieved, working 
areas are established for proper and 
effective coordination of both depart- 
ments. Here are some definite plans 
of coordinative action. 

When the servicing department re- 
ceives notices of pay-offs or requests 
for loan statements incident to pay- 
offs in one block, street, subdivision 





or area, something unpleasant is hap- 
pening to your portfolio. Some call it 
“portfolio-raiding” whatever name 
is applied there is but one word to 
describe the situation—‘unpleasant.” 


What Servicing Does 

The alert servicing department will 
notify production and corrective ac- 
tion must be taken immediately. Man- 
agement should prescribe commissions 
and fees to production representatives 
and solicitors as if these. particular 
cases were actually new loan submis- 
sions. By these inducements, many 
loans will be saved. Every borrower 
involved must be contacted, person- 
ally, and in some instances financing 
plans even more advantageous to the 
correspondent and principal may be 
worked out. These interviews will be 
beneficial and the many advantages 
of present financing may be empha- 
sized and the expense of refinancing 
may be stressed. 


Protecting your portfolio from 
wholesale raiding is just as important 
as getting new loans. 


The alert servicing manager will 
utilize the services of the production 
department in handling delinquent 
accounts. Production representatives 
should personally contact the bor- 
rowers, even the builders, attorneys or 
realtors who submitted such loans 
originally. A corrective payment plan 
can be worked out in person with the 
borrower. Sometimes, a resale and 
new financing is practicable and may 
be accomplished to the satisfaction of 
everyone. Neighborhood brokers are 
anxious for such opportunities. Pro- 
duction representatives are excellent 
personnel to be used as time and con- 
ditions permit on default and de- 
linquency cases. The servicing de- 
partment can save time and money 
in enlisting the cooperation of the 
production department in many de- 
fault cases. 

Representatives of the production 
department frequently attend Real- 
tors, MBA and other meetings of 
groups interested in the home build- 
ing industry. The interchange of 
ideas at these meetings is of value to 
the entire staff and frequent reporting 
meetings among your own personnel 
Meetings of 
local Realtor groups are of particular 
Many of these schedule 


are to be encouraged. 


interest. 


multiple listings sessions where local 
brokers list new and existing proper- 
ties for sale with sales prices, property 
data and the like. The alert produc- 
tion man will bring such a list back 
to the office, check with servicing for 
eligible loan amounts of similar prop- 
erties, check recent sales, office ap- 
praisals and other data in the imme- 
diate area and call the Realtor that 
very afternoon to assure him of the 
availability of mortgage financing 
enabling him to offer that particular 
listing on attractive terms to qualified 
purchasers. 

This is a simple and effective device 
to demonstrate the value of your 
services to local brokers. 


The servicing department should 
notify management when groups of 
loans are paid down to remaining 
balance levels where continued serv- 
icing at such levels appears unprofit- 
able. Selected cases should be referred 
to the production department, again 
as if these were new loan submissions 


and each borrower should be person- 
ally contacted. In many instances re- 
financing loan applications can be 
secured allowing for repairs and im- 
provements, consolidation of other 
debts, and other situations so as to 
create new business in substitution for 
the unprofitable servicing of small 
loans. 


Same Approach Elsewhere 


The same approach is applicable to 
paid down loans on apartment houses, 
project mortgages, commercial and 
industrial properties and frequently 
profitable refinancing can be accom- 
plished to the mutual satisfaction of 
all concerned. 


These suggestions are only a few 
examples of proper coordination be- 
tween production and servicing— 
there are many others. If these two 
major departments can be trained to 
coordinate and work as a team, more 
efficient and successful operations are 
bound to result. 







investments. Orlando 


the center of the vast citrus 
industry (90% within a 75- 
Cattle raising 
manufacturing have also increased 
the effective buying power of this 


mile radius). 


thriving section. 


You are invited to 


consider Central Florida for 


in 


andt 


We have F.H.A. mortgages to meet your re- 





quirements 


efficient servicing facilities, backed 


by years of mortgage loan experience. 


MORTGAGE LOAN DIVISION 


AMERICAN 


FIRE AND CASUALTY COMPANY 
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ORLANDO, FLORIDA 
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No Time for Compr 


A Message to MBA Members Regarding Some of th 


HIS is about a letter I received from the President 

of a life insurance company. It is a good letter, 
evidencing deep concern for the future of our coun- 
try. It was prompted by our Statement of Principles 
and Recommendations Concerning the Organization 
and Administration of Government Housing Agencies 
and Programs, a copy of which was sent to all life 
insurance company Presidents. Among other things, 
the letter says “with the exception of proper care of 
our war veterans, I am opposed to any form of sub- 
sidy or aid from government to private citizens. All 
of the subsidies and aids become, in effect, a violation 
of fundamental concept of the equality of man before 
the law which is embodied in our Constitution .. . 
they tend to grow and when persisted in . . . produce 
severe tension in both the body economic and the 
body social, ultimately leading to disaster. 

“With this in mind, I would answer your letter of 
April 30th . . . with the statement that these agencies 
and programs should be abolished. Let me add, how- 
ever, that short of their abolition, a reform of these 
agencies and programs as proposed . . . will be a most 
wholesome and constructive accomplishment.” 

Most of us agree with the basic principles set forth in 
this letter. In endorsing this philosophy, however, we 
must recognize that FHA has served a useful purpose 
as a self supporting agency of government in: (1) aid- 
ing our recovery from the depression of the °30s; 

2) in enabling private industry to handle a large 

share of the war housing program, thereby making 
possible substantial savings for the taxpayers and; 
3) in extending the broad benefits of home owner- 
ship to our citizens and to our society. This program 
has made the nation more sound politically and 
stronger economically because of the many advantages 
of widespread home ownership for more of our 
people. 

Under a government friendly to business, and given 
the necessary relief from the effect of anti-trust laws, 
private business might well have accomplished as 
much without governmental assistance, direction and 
control. But that is now water over the dam. Today 
we stand at another crossroad. Events and circum- 
stances of the next few months—months, mind you 

‘may determine the ability of American business- 
men to substitute the dignity of the individual and 
the discipline of a free people for the regimentation 
of human and economic forces under government 
direction and control. 


Today private enterprise has the good will of gov- 
ernment. It is now the expressed policy of govern- 
ment to encourage and to support private initiative 
but not supplant it. Permissive legislation, perhaps, 
may be obtained for the asking under which a co- 
operative industry program may be formed which 
would remove any need for continued government 
assistance and subsidy for housing and housing fi- 
nance. In the meantime, for the Federal government 
to abruptly withdraw entirely its self-supporting pro- 
grams which have proved helpful in the past might 
preclude any possibility of an ultimate return to nor- 
mal functions of constitutional government. It is not 
only an economic problem and a matter of funda- 
mental concepts of constitutional limitations, but it is 
also a very practical political problem. 

Voluntary participation of institutional investors 
in some sort of pooled risk program which would 
provide adequate safety factors and a proportionate 
distribution of the burden of bridging periods of dis- 
tress, may be the only substitute for the paternal 
umbrella of government assistance and direction in 
our field. The experience of the Home Owners Loan 
Corporation is convincing evidence of the fact that 
the ratio of loan to value is not in itself the sole 
determining factor of a sound loan. The credit of the 
American home owner, together with the collateral 
of a properly-constructed, soundly-valued and well- 
located house, affords excellent security under long- 
term monthly payment mortgages. 

Conventional lending, having the freedom to follow 
the market interest-wise, should step into the breach 
today and resume as rapidly as possible its place in 
the nation’s economy without governmental assistance 
and direction. Existing statutory limitations on per- 
centage of loan to value in some states are impeding 
progress in private lending. These laws, obsolete and 
archaic today, perhaps were necessary in the days of 
the five and ten-year unamortized loans but are out- 
moded now as a result of the proven experience of 
long term monthly payment mortgages. Mortgage 
bankers and institutional lenders in those States which 
still have these old laws should take immediate and 
aggressive steps to see that new legislation is designed 
and enacted to overcome these problems. 


A long and tedious struggle for a principle has just 
culminated in an interest rate adjustment on VA and 
FHA loans. In opposition to this move, there were 
those who repeatedly warned that “We cannot give 
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promise of Principle 
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\e 
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in to the money lenders in their demands for higher 
interest rates on home mortgages. If we give them an 
inch they will want a mile.” Nevertheless Administra- 
tion leaders, outstanding veterans organizations and 
others took a more practical view and supported our 
contentions in the fight for flexible interest rates. 

Regardless of the fact that we do not yet have the 
benefit of flexible rates and that the recent fixed rate 
adjustment, when it finally came, proved to be “too 
little and too late,” mortgage bankers and investors 
alike now have a high obligation to do what they can 
within reasonable limits to see that these programs 
work effectively. As representatives of free enterprise 
and as custodians of the nation’s thrift funds, we 
cannot afford to lose sight of the fact that there is 
something more at stake at this crucial time than the 
question of yield alone, as important as that may be. 
There is a job to do. If private business cannot 
shoulder it then government again will surely step in, 
and none should appreciate more than we, the fact 
that direct government lending is totally incompatible 
with the traditions of what we call the American sys- 
tem. Many investors realize and appreciate this fact 
and are endeavoring to shape their policy accordingly. 

Over a long period of time, year in and year out, 
mortgages have afforded a favored, dependable and 
profitable means of investment for thrift institutions. 
The financing of the American home, has always 
afforded an appropriate, as well as a profitable use of 
savings funds. 

Unusually heavy capital requirements of the whole 
society at present have brought about unusual oppor- 
tunities for long term investment. Furthermore, it 
should be quite clear to all that the monetary and 
fiscal policy of the government at present, as well as 
the trend of the general market for competitive high 
grade securities is such as will likely continue for at 
least some months to come to put pressure on any 
fixed interest rate for mortgages. Nevertheless, gov- 
ernment insured and guaranteed mortgages at the 
increased rates of 41% per cent, taking all things into 
consideration, compare favorably with the best securi- 
ties the market affords. A fair proportion of invest- 
ment funds, as well as a reasonably constant flow 
thereof for mortgage loans, is essential to a well- 
balanced economy. The broad social and economic 
demands for the maintenance of a reasonable volume 
of production and supply of new homes must and 
will be met. If private initiative is able to meet these 


e of the Present Problems of the Mortgage Business 


demands it may avoid embarrassment to itself, as 
well as to a cooperative Administration. 

At the same time, mortgage bankers and builders 
can ill-afford at this point to continue unduly to press 
an already demoralized mortgage market for imme- 
diate restoration of credit to previous levels. 

Every move now should be weighed in the light not 
alone of possible profit or loss but of what is good and 
sound for the investor, the borrower, the builder, the 
community, and the national economy. With the 
benefit of the recent adjustment of interest rates, any 
mortgage banker or investor who attempts or is will- 
ing to continue to live by the system of discounts and 
unrealistic service fees and at the risk of further 
demoralization of the market and the industry is 
following short-sighted policy. If we refuse to com- 
promise our principles and squarely meet our responsi- 
bilities in this present situation we may shortly expect 
to enjoy a more favorable climate for mortgage credit. 

While we subscribe to the principle in the old adage 
that “A horse given his head will do his best work,” 
we should also remember that it is abuse of freedom 
which makes controls necessary. If we want to remain 
free of government controls and interference, we 
must demonstrate our own responsibility and integrity. 
We must be worthy of our trust. We must start now 
and learn fast to lean less on government and to 
depend more on ourselves. 

Business today is on trial as never before. We and 
the policy-making executives of our great free institu- 
tions which are largely entrusted with the guardian- 
ship of our capitalistic system as well as with the 
savings of our people, have a responsibility to ourselves 
and to the nation which in certain respects is perhaps 
accentuated today more than ever before . .. a 
responsibility which behooves us not only to carefully 
weigh comparative safety and return, but also never 
for a moment to lose sight of the importance of the 
protection and the preservation of the capitalistic 
system itself. 

Let’s stop just standing for the right things—let’s 
start pushing for them. 





Brown L. WHATLEY, President 
Mortgage Bankers Association of America 
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Private Lenders Hold 
96% OF THE CITY MORTGAGE DEBT 
80% OF THE FARM MORTGAGE DEBT 


The city loan total is on one to four family houses. 
lending has shown a significant decline, the real government participation 
has been in insuring and guaranteeing mortgages. Here’s a run-down of debt. 


SIGNIFICANT commentary on 
A the ability of private lenders 
life companies, banks and other 
to meet the credit 


an expanding economy is provided by 


lenders needs of 


farm mort- 


shift in 


the trend of home and 
vage debt the 


the sources of these funds over recent 


and marked 
yvear;rs 

The over-all results of the 1939-52 
period can be summarized as follows: 

Right private lenders as a 
hold 96 per cent of the non- 
mortgage debt on one-to-four- 
Federal agencies 
the balance of The 
1939 figures were 87 per cent and 13 


now, 
group 
farm 
and 
four 


family homes, 


per cent. 


per cent, respectively 


A much greater shift has occurred 
in the farm sector. Private lenders 
combined held 80 per cent of the 


total farm mortgage debt last year, as 
against 57 per in 1939. Thus, 
the latest farm debt hold- 
ings of Federally sponsored lending 
avencies were less than half those of 
1939, the dollar 
amount as well as of the proportion 
of the total. 

Taking 
debt 


cent 


mortgage 


which was true of 


home and farm mortgage 


together, lenders cur- 


rently hold 95 per cent of the total, 


private 


as against 78 per cent in 1939. 
Federal 
field has 


though direct 
lending in the 
shown a marked decline, Government 
guarantees and 
greatly and 
about 40 per cent of the entire home 
mortgage field. About 60 per cent of 
are GI and 


I lowever > 
mortgage 
mortgage insurance 


have grown now cover 


these underwritten loans 


the balance FHA. 


Mirrored in the growth of private 
lending over the 1939-52 period, to 
business and to Government bodies as 
well as in the mortgage field, is the 


spectacular record of personal sav- 
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ings. Taking the people’s thrift insti- 
tutions alone—life companies, savings 
accounts, and savings and loan associ- 


accumulated savings have in- 


ations 
creased by some $91 billion in the 
period, to bring the total to about 


$144 billion at the end of last year. 
That is what has enabled these lenders 
to keep pace with the expanding 
needs of the economy. 

The rise of private lending in the 
mortgage field has been accompanied 
by interesting changes in the impor- 
tance of these lenders themselves as a 
source of funds. Taking the mortgage 
debt figures on one-to-four-family 
non-farm homes, the figures show 
that the total increased from $16.3 
billion in 1939 to an estimated $58.2 
billion at the end of last year, a rise 
of 257 per cent. Here are the changes 
in home mortgage holdings of prin- 
cipal lenders in the period: 

Life 


insurance companies — from 


While direct federal 


$1.5 billion in 1939 to $11.8 billion 
in 1952, increase of 692 per cent. 


Commercial banks—from $2:1 bil- 
lion to $11.3 billion up 437 per 
cent. 
loan associations— 


to $17.6 billion, 


Savings and 
from $3.6. billion 
rise of 386 per cent. 


Mutual savings banks—from $2.1 





billion to $6.2 billion, up 190 per 
cent. 
U. S. lending agencies—$2.2 bil- 


lion as compared with $2.2 billion, 
unchanged. 


Individuals and others—from $4.8 
billion, to $9.1 billion, up 89 per cent. 


The figures thus show that the life 
companies scored the biggest propor- 
tionate increase in home mortgage 
loans of all the lending groups in the 
1939-52 period. As a result, the life 
companies are now second only to 
savings and loan associations as a 


THE MORTGAGE DEBT DOLLAR 





1939 





U.S. Agencies 


Sources: Home Loan Bank Board 
U.S. Dept. of Agriculture 





Changing proportions of total home and farm mortgage 
debt held by Private Lenders and U.S. Lending Agencies 





1952 (est.) 





U.S. Agencies 





Prepared by Institute of Life Insurance 





source of home mortgage funds 
whereas they were in sixth place in 
1939. Savings and loan associations 
of course invest the bulk of their 
funds in home mortgages. 

Equally interesting shifts in the 
source of mortgage funds have taken 
place in the farm field. Though total 
farm mortgage debt was approxi- 
mately the same last year as it was in 
1939, having been reduced sharply 
during World War II and gone up 
gradually since, the ranking of the 
lenders is very different than it was 
over a decade ago. 

Life insurance companies, for ex- 
ample, held $1.6 billion of the esti- 
mated $6.6 billion farm mortgage 
debt in 1952, or 24 per cent of the 
total, as compared with less than a 
billion dollars, or 15 per cent, in 1939. 
The amounts and proportions owned 
by commercial banks have risen from 
$500 million and 8 per cent in 1939 
to over a billion dollars and 16 per 
cent last year. On the other hand, the 
farm mortgage holdings of Federal 
lending agencies fell from $2.8 bil- 
lion to $1.3 billion in the period, 
dropping from first to third place in 


ranking at the same time. 


The following table shows 


cipal lenders between 1939 and 1952: 


NON-FARM ONE-TO-FOUR 


FAMILY 

Lender 1939 1945 1952(c) 
Savings & Loan 

MD. Shands 22% 28% 30% 
Life Insurance 

EE ee 9 12 20 
Commercial Banks 13 15 19 
Mutual Savings 

SN, d-iconing dls OO 10 11 
U.S. Lending 

Agencies ...... 13 5 + 
Individuals & 

MOD ssa cireroncbe 30 30 16 

FARM 

U. S. Lending 

Agencies ......43 32 20 
Life Insurance 

| Ee re 19 24 
Insured Comm’] 

ER eae 8 1] 16 
Individuals & 

Sa 34s 338 +0 
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WHICH BANK HAS YORK RECORDS? y 





COULD DO TO CLEAR} 
THIS BOTTLENECK / 


BOY, THAT'S) THE TELLER SAID IT's ZZ 
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WE TOLD ME THAT THEY 
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2*PER LOAN PER MONTH 
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the 
changing proportions of the home 
and farm mortgage debt held by prin- 


(e) Estimated; farm figures are as 


of July, 1952. 
Sources: Home Loan Bank Board; 
U. S. Dept. of Agriculture; Insti- 


tute of ‘Life Insurance. 




















TITLE INSURANCE on 
both Owner's and 
Mortgagee’s Policies 
anywhere in Michigan. 
ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 
TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 
ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title Insurance 
Compony in Michigon 


Abstract and Title 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 















A Permanent Binder 


. .. to keep your 
MBA services for 
ready reference 






You can secure this conven- 
ient, imitation leather, loose 
leaf binder to keep all the 
services you receive from 
the MBA Chicago and Wash- 
ington offices (except The 
Mortgage Banker) for quick 
handy reference. With your 
firm name printed in gold 
letters the charge is only 


$5 
Order from 
Mortgage Bankers 


Association of America 


111 West Washington Street 
Chicago, Illinois 
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S** FRANCISCO and then Kan- 
sas City marked the end of the 
MBA Clinic trail; and when the reg- 
istrations were counted, well over 
2000 members had turned out for this 
1952-1953 series of regional meetings. 
The cooperation extended by MBA 
members in Clinic cities and the en- 
thusiasm of the local support was 
added evidence that the idea of carry- 
ing Association activities to where the 
members are was still a good one. 


The Kansas City and Francisco 
Clinics were, in one respect, amusing 
affairs. A part of each program was 


staked out for discussing the state of 
the FHA and VA markets which had 
become matters of acute interest after 
the first week in April. Action was 
expected “any minute.” It happened 
a day after MBA closed shop in San 
Francisco— but we were ready in 
Kansas City. 

It may—or then again it may not 
—seem like old stuff now but it’s well 
to have it on the record, that is, the 
forceful and honest way in which 
MBA pointed to the abuses which 


had grown up in VA financing. Said 
President Brown L. Whatley in San 
Francisco: 

“T challenge the Administrator of 
Veterans Affairs to accept the full re- 
sponsibility for the widespread abuses 
in the GI Home Loan financing pro- 
gram which have been due entirely to 
this vicious system of discounts of 
which we are all familiar and which 
we all deplore. 

“The legality of these discounts has 
been recognized, provided they are 
not in any way charged to the veteran 
purchaser. But it is folly, in my opin- 
ion, to assume that in a great majority 
of cases these discounts are not, in 
one way or another, actually paid by 
the veteran himself. I say that the 
veteran is paying the bill—but he is 
paying it in a way that he cannot see 
and in a way which prevents him 
from actually knowing how much he 
pays. 

“Actually, the interest rate, or cost 
of the VA home loan, has been raised 
by this discount system—but it has 
been raised in a way that makes for 


Clinics in Kansas City 
and San Francisco 


confusion and misunderstanding even 
when it avoids deception, subterfuge 
and abuse. Certainly no credit accrues 
to the Administrator of Veterans Af- 
fairs in continuing to pursue this 
wholly unrealistic interest rate policy 
because it is accomplishing nothing 
for veterans who are seeking mortgage 
financing. No credit accrues to any 
organization interested in veterans’ 
welfare to continue to advocate this 
unrealistic interest rate which is ham- 
pering veterans everywhere in secur- 
ing mortgage financing.” 

Kansas City marked the debut of a 
familiar mortgage personality in his 
new role of FHA Commissioner. Guy 
T. O. Hollyday said that one of his 
first acts as commissioner is going to 
be a request for a reduction in down 
payments. 

“The present 
graduated percentage scale, were set 
up eighteen years ago when the FHA 
began operations. A $6,000 house 
then is selling for about $12,000 now, 
and the down payment requirements, 


minimums, on a 





>> MBA IN KANSAS CITY: It had 
been some time since the Association 
scheduled a meeting in this Heart of 
America and a good turn-out was the 
result. As usual, there was a camera 
around to take note of those who were 
there and on the opposite page are 
some of them. 

Reading across the page and from left 
to right you'll find, first, Edward J. Eisen- 
man, president, Kansas City Title Insurance 
Company; Cliff Brisbois, Kansas City real- 
tor; Morris Slupsky, St. Louis, president, 
Missouri Real Estate Board; and Frank L. 
Woodward, Kansas City realtor. 

Right photo, a young mortgage man with 
three weeks experience, Byron C. Shutz, 
makes an early debut on the rostrum. The 
complete line-up, Orville Gore, Iowa-Des 
Moines National Bank, Des Moines; Henry 
H. Edmiston, Kansas City Life Insurance 


y; Dale M. Thompson, City Bond 
age ys Kansas City; and 
inic Byron C. Shutz, Herbert 

V. Sehen & Company, Kansas City; MBA 

President Brown L. Whatley; Joe Jack Mer- 

riman, Merriman Mortgage Company, Kan- 

sas City; and Robert H. Pease, president, 

Detroit Mortgage and Realty Company. 


Second row: E. H. Grootemaat, A. L. 
Grootemaat & Sons, Inc., Milwaukee; H. 
Marvin Bastian, Fidelity Investment Com- 
pany, Wichita; and Jack M. Muse, The 
Title Guaranty Company, Denver. Right 
photo: John Taylor, Jr., The Amortibanc 
Investment Co., Wichita; John Ely Weather- 
ford, Title Insurance Corporation of St. 
Louis; and George Carpenter, Republic 
Mortgage Co., Inc., Texarkana, Ark. 


Third row: Mr. Edmiston; Gavin Leady, 
president, Federal Reserve Bank of Kansas 
City; and Ed McDonald, Republic Mort- 
gage Company, Inc., Fort Smith, Ark. 
Right: H. D. Froning, assistant superin- 


Com 


tendent, city loans, and John M. McGill, 
superintendent of city loans, Equitable Life 
Insurance Company of Iowa, Des Moines. 


Fourth row: Preston L. Moss, Herbert V. 
Jones & Company, Kansas City; Joseph W. 
Kessinger, Missouri Bank and Trust Com- 
pany, Kansas City; and Paul M. Jones, Her- 
bert V. Jones & Company. Right: MBA 
Vice President W. A. Clarke, FHA Com- 
missioner Guy T. O. Hollyday; MBA Presi- 
dent Brown L. Whatley and MBA Past 
President Byron T. Shutz. 


Fifth row: Homer C. Bastian, Fidelity In- 
vestment Company, Wichita; Jack D. Mer- 
riman and Joe Jack Merriman, both of 
Merriman Mortgage Company, Kansas City; 
and MBA General Counsel Samuel E. Neel. 
Right: The new FHA Commissioner Guy 
2 "0. Hollyday in a huddle, as he was all 

through the meeting, surrounded by mort- 
gage men who had known him for years 
and others eager to extend good wishes on 
his new assignment. 
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Brown L. Whatley 


“As our contribution to the think- 
ing on public housing in the future, 
we submit that it is the responsibility 
eliminate urban slums 
and provide decent housing for all 
income levels, but that 


sibility is primarily that of the hous- 


of society to 


such respon- 


ing industry and states and cities.” 


W. A. Clarke 


“For the first time in the lives of 
most of us in the mortgage business 
we are dealing in a free market .. . 
the balance in our financial economy 
is shifting from government back to 
private enterprise—an experience 
which few in the mortgage business 
know anything about...’ 


William A. Marcus 


“Consolidation of action and think- 
ing on monetary policy is badly needed 

. if the Treasury, Federal Reserve, 
HHFA and VA had joined in setting 
a proper course for FHA and VA 
financing at the time of ‘accord, we 
would have had an orderly transition 
from the easy money period .. .” 





as far as the FHA is concerned, are 
unrealistic.” 

He had just announced his new 
advisory board, a move recommended 
in MBA’s Statement of Principles and 
Recommendations, and four of the six 
named are also familiar to the mort- 
gage industry. James W. Rouse of 
Baltimore heads the six man commit- 
tee which includes E. A. Camp, Jr. 
of Birmingham, Walter Gehrke of De- 
troit, Philip M. Klutznick of Chicago 


lowa MBA Annual Meet 
Held at MBA Clinic 


The annual convention of the Iowa 
MBA, always one of the best attended 
regional mortgage events, was this 
year combined with the MBA Kansas 


City Mortgage Clinic since a good 


and Hal J. Mendon and Fritz Burns 


of Los Angeles. 


many from the tall corn state would 
be there anyway. Principal event was 
the luncheon for lowa members open- 
ing day. M. N. Baird, assistant vice 
president, Bankers Trust Company, 


Des Moines, was elected president, 
Richard Linderberg, vice president, 
Conservative Bond and Mortgage 
Company, Sioux City, vice president, 


and Robert Beal, vice president, Iowa 
Securities Company, Waterloo, secre- 
tary and treasurer. 





>> RETURN TO SAN FRANCIS- 
CO: After MBA’s 1951 Convention 
in the city of the Golden Gate and the 
California reception we received, it 
hard to that we 
would be back again as soon as pos- 
sible. That was April 30 and May 1 
for the Western Mortgage Clinic and 
the performance on the part of the 


wasn’t figure out 


California people was as excellent as 
before. Some of those who were there 
are noted on the opposite page: 


No. 1. Roy Burton, Travelers Insurance 
Company, San Francisco; E. H. Warner, 
assistant vice president and manager, mort- 
gage loans, Aetna Life Insurance Company, 
New York; and Frank Hayward, Coldwell, 
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Banker & Co., San Francisco. 

No. 2. Lloyd Baird, vice president, 
Henry Broderick, Inc., Seattle; Phil Miller, 
Norris, Beggs & Simpson, San Francisco; 
and Harry Baldwin, Washington Mutual 
Savings Bank, Seattle. 

No. 3. Robert Ensminger, Pacific Mutual 
Life Insurance Co., San Francisco; J. R. 
Jones, Security First National Bank of Los 
Angeles; Thomas Lowe, Pacific Mutual Life 
Insurance Company, Los Angeles; Wilbur 
Warmer, Western Mortgage Corp., San 
Francisco. 

No. 4. Eugene S. Cox, Pacific Mutual 
Life Insurance Co., San Francisco; Mr. Bur- 
ton, again; Willis R. Bryant, American 
Trust Company, San Francisco; and Al 
Maggio, Marble Mortgage Company, San 
Francisco. 

No. 5. D. C. McGuinness, D. C. Mc- 
Guinness Co., San Jose; Kirk Whitehead, 


Mason-McDuffie Co., San Francisco; and 
Henry Ehlers, Crocker-First National Bank, 
San Francisco. 

No. 6. George Gummerson, vice presi- 
dent, Title Insurance & Trust Co., Los 
Angeles; David C. Northridge, Institu- 
tional Mortgage Co., Bellflower, Calif.; 
Richard Larson, C. A. Larson Investment 
Co., Beverly Hills. 


No. 7. Otto F. Blanert, Oakland Title 
Insurance Co.; Frank J. McCabe, Jr.. MBA 
director of education and research; Rome 
Moretti, Bank of America NT&SA, San 
Francisco and C. C. DeWitt, East Bay 
Mortgage Company, Oakland. 

No. 8. Willis R. Bryant again and Wil- 
liam A. Marcus, American Trust Company, 
San Francisco; Ralph Bruneau, vice presi- 
dent, Valley National Bank of Phoenix; L. 
H. Marlar and Carroll J. Pierce, Standard 
Mortgage Co., Phoenix. 











The more than 250 who attended MBA's 
Clinic in Kansas City crowded into Hotel 
President's ballroom to hear the first major 
address of FHA Commissioner Guy T. O. 
Hollyday since taking office. Everywhere 
there was a tendency to greet Commissioner 
Hollyday as a distinguished outside guest 
and for him it must have been a little diffi- 
cult since he had long known a very large 
number of those at the meeting. The new 
FHA and VA rates were the liveliest topics 
of the moment, having only been an- 
nounced two days before. Hollyday re- 
called some of his thoughts of recent weeks. 

“When I arrived on the FHA scene fif- 
teen days ago, I looked up my quarterback. 
‘Mr. Cole,’ I said, referring to the plan to 
raise interest rates on FHA mortgages, 
‘let me have the ball. I know I can get a 
first down.’ 

“Mr. Cole agreed that I could, but he 
replied, ‘We've got to have teamwork. 
While you are making your first down, the 
rest of the team still will be in a huddle.’ 

“Meanwhile, I told Mr. Cole, “We're 
losing time; we're being penalized right 
back to the goal line.’ But, it turned out, 
the quarterback was right. The team got 
together, we announced our plan to in- 
crease interest rates and, instead of making 
a first down, we made a touchdown. 

“Not only was our quarterback right, 
but our coaching staff was well aware of 
the situation. After organizing our team, 
it was easier to go ahead. 

“I feel that the move to increase inter- 
est rates has caused considerable optimism 
among lenders and builders, and it cer- 
tainly will make a better and more sound 
base of operations for the borrower as well.” 

He paid tribute to the new HHFA Ad- 
ministrator Cole. 

“C,” he said, “stands for Cole, and it 
also stands for courage, capability and for 
co-operation, attributes well embodied in 
your own Albert M. Cole of Kansas.” 

Hollyday discussed a factor of FHA 
operation which he plans to investigate 
fully and promote. That is the trade-in 


Mortgage money wanted for country 
club, factories, garages, iron works, apart- 
ment houses, homes. Harold A. Shaw, 
Realtor, 2580 E. Tremont Ave., New York 
61 TY 2-1700. 
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Eyed a First Down but Made Touch Down 


house, older dwellings in which the hous- 
ing administration may broaden its scope 
of improvement financing. This idea is 
prominent in MBA's statement of recom- 
mendations. 

“Builders feel that older homes can be 
treated much as used cars,” Hollyday said. 
“The FHA can help by extending more 
liberal mortgage financing for repairs and 
other betterments in order that we may get 
the maximum use out of our existing 
housing.” 

At the speakers table for the Hollyday 
dinner were Jack Merriman, erriman 
Mortgage Company, Kansas City; Stanley 
Cowherd, president, Kansas City Home 
Builders Association; George C. Kopp, ex- 
ecutive vice president, City National Bank 
and Trust Company, Kansas City; J. Vivian 
Truman, Kansas City Director of FHA; 
Grant Torrance, vice president, Business- 





men’s Assurance Company, Kansas City; 
Delton Bennett, Kansas FHA Director; Ray 


Reece, vice president, Commerce Trust 
Company, Kansas City; Roland H. Hewitt, 
president, Union National Bank, Kansas 
City; MBA Vice President William A. 
Clarke, Philadelphia; Byron T. Shutz, pres- 
ident, Herbert V. Jones and Company, 
Kansas City and toastmaster; and FHA 
Commissioner Hollyday; MBA President 
Brown L. Whatley; Dale M. Thompson, 
president, City Bond & Mortgage Co., 
Kansas City, Chairman of the Clinic; 
Gavin Leady, president, Federal Reserve 
Bank of Kansas City; Henry H. Edmiston, 
Kansas City Life Insurance Co.; Phil Bran- 
well, executive vice president, First Na- 
tional Bank, Kansas City; George W. Mil- 
ler, president, Kansas City Real Estate 
Board; Clyde Crawford, loan guaranty 
officer, Kansas City VA; R. L. Dominick, 
president, Traders National Bank, Kansas 
City; and Samuel E. Nee!, MBA general 


counsel. 
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Home Office, Atlanta, Georgia 





Facts when approving 


You get FACTS, plus Convenience, Simplicity, Efficiency 
through use of RETAIL CREDIT COMPANY, 


a nation-wide Credit Reporting Agency. 


MORTGAGE LOANS 


169 Branch Offices 








TOO 
EARLY? 





It certainly isn't too early to get your hotel reservation in for 
MBA's 40th Annual Convention, Miami Beach, November 9 to 
13. About 1500 people already have hotel accommodations. 
If you're not among them, better ask the national office for 
reservations forms—today. 











LOAN SUBMISSIONS 
(Continued from page 17) 


$30 per room per month or less. The 
sixth point of information which 
should be included in the appraisal, 
is the quality and nature of construc- 
tion and of the mechanical equip- 
ment. The physical properties of the 
building should be described in suffi- 
cient detail to enable the investor to 
conclude that the security is sound 
and will not deteriorate more rapidly 
than normal. The seventh item which 
should be incorporated in the ap- 
praisal is a comment on the efficiency 
of space use, room sizes and layouts. 
Needless to say, the marketability of 
the space in any apartment has direct 
bearing on its earning power. Room 
sizes and room arrangements must 
satisfy prospective tenants. This is 
particularly important in competitive 
periods and may mean the difference 
in the long pull between success and 
failure. 

In addition to being marketable, 
apartment space must be utilized with 
a high degree of efficiency to provide 
the maximum rentable area and a 
minimum of operating and construc- 
tion costs. The eighth point is an 
evaluation of the quality of manage- 
ment. This is a factor of prime im- 
portance to the success of an apart- 
ment project. The presence of 
experienced and capable management 
will tend to convince an investor that 
the potential earning power of the 
project will be exploited fully and 
that net income will be applied first 
to amortization of the mortgage debt 
and then as a return on the equity. 
When net earnings are likely to be 
applied first as equity investment re- 
returns and secondly as mortgage 
amortization, the investor will be 
wary. The ninth and last point is 
the estimated annual income pro- 
jected over several years. 

All of the information I have item- 
ized as data to be included in the 
appraisal, properly analyzed and 
weighed by the appraiser, enables him 
to reach the conclusion that the 
apartment project will earn a certain 
net income and therefore has a cer- 
tain value for mortgage loan purposes. 
Previously I have pointed out the 
error of assuming that apartment 
earnings will remain constant and of 
ignoring the fluctuations in net in- 


come which are inevitable over a 





VIEWS RE: FHA-VA PROSPECTS 
(Continued from page 9) 


pace with the rapidly expanding de- 
mand and, as a result, both the gov- 
ernment and the private sector of the 
economy have been vying with each 
other for money. That’s raised the 
price and the price is the interest rate 

While the insurance companies and 
most institutional investors are re- 
appraising the new conditions in the 
mortgage field, one group has indi- 
cated that it will be a heavier buyer of 
GI loans. The savings and loan as- 
sociations, said U. S. League Presi- 
dent Charles L. Clements, are going 
to earmark a billion dollars for Gl 
home loans for the rest of this year. 


period. In addition to the data ac- 
companying the appraisal, the inves- 
tor needs to know the all important 
terms of the proposed loan. He must 
be advised as to the amount, interest 
rate, period of years, amortization 
plan, prepayment privilege if any, and 
the brokerage and servicing fees in- 
volved. These items enable the in- 
vestor to judge not only some of the 
safety factors but also the net yield 
which must be compared to the yield 
available from other investments. A 
credit report on the applicant must 
reflect a clear payment record at least 
and the reputation of the builder will 
lend strength to the offering in direct 
proportion to his proven ability to 
produce a durable and marketable 
product. 

Now a word on shopping centers. 
The great appeal of these centers 
which are appearing in outlying areas 
is the ease of reaching them by auto- 
mobile. Not only is good parking 
space paramount, but so is ease of 
access and egress. A parking ratio of 
4 to 1 is desirable. The necessity of 
making left hand turns across busy 
boulevards is a handicap, especially 
with women drivers. From a lender’s 
standpoint, remember he puts up the 
debt money and is not paid for risk 
capital. Generally, he will prefer 
fixed minimum leases on the part of 
the major tenants that will be suffi- 
cient to carry the loan. 

As a final word with respect to all 
loans, few lenders today are willing 
to look to the physical security of the 
real estate alone. The earning power 
behind the loan is the key to ultimate 
success or failure. 








The League president pointed out 
that the increase in the interest rate 
had removed the “marked competi- 
tive disadvantage” of veterans home 
loans to other type of mortgages and 
investments. 

“The new rate,” he added, “will 
permit our institutions to place more 
of their funds in GI loans than has 
been possible for the past two years. 

“We intend to make a determined 
effort to funnel GI funds into those 
rural and less populated areas where 
veterans loans have always been diffi- 
cult to secure.” 

And then Mr. Clements brought up 
a point that seems to be bothering a 
lot of lenders, including our own 
members. “Since the national Admin- 
istration has provided a realistic in- 
terest rate on GI loans, it is now up 
to lenders to make sure that the GI 
program moves ahead with new life 
and vitality,” he said. 

In any event, hard money was rap- 
idly becoming an “issue.” There was 
a lot of beefing on Capitol Hill about 
the new rates. Labor was sharp in its 
criticism of the new monetary policy 
and was quick to single out the higher 
VA and FHA rates. One union chief 
called it a “complete surrender to the 
mortgage lenders.” A group of con- 
gressmen got together to support a 
resolution calling for the Federal Re- 
serve to support the government bond 
market at par. And on Capitol Hill 
there were signs that, while the gov- 
ernment is delighted with the way 
the new policy is serving as a brake on 
inflation, if the policy went too far 
we might find that it might help along 
a recession trend. 

Was the hard money policy here 
to stay? It certainly seems so but 
there was every indication that it 
wasn’t going to get out of hand or 
that it would go as far in its direc- 
tion as the cheap money policy did 
in the past two decades. Actually, 
the country is still in a cheap money 
period and while that statement can- 
not accurately be measured in terms 
of mortgage rates, it is certainly re- 
flected in the prime bank rate. It is 
now 3% per cent, highest since 1934, 
but in none of the 12 years prior to 
1930 had it been as low as 34%. From 
1919, when the rate was 5% per cent, 
it moved to 7 per cent in 1920 and 
then again the Federal Reserve 
stepped in to curb the expansion. 
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HE higher interest rate policy of 
the government was a month old 
the the in- 


creased rates were a 


announcement of 
FHA VA 
matter of record for five days when 
the Texas MBA—from 
all over Texas and elsewhere 
together in Dallas for the 37th annual 
convention of this largest regional 
mortgage group in the country. A 
month’s experience with the higher 
money market was enough to point 
what it is 


and 
and 


members of 
got 


the way conclusively to 
going to cost everyone to borrow in 
the future; but five days’ experience 
with the higher VA and FHA rates 
was not enough to give any clear indi- 
cation as to what investors would do 
now, whether the market 
open, what a lender might expect. 

But the 
financial economy was the principal 


would re- 


new atmosphere in the 
topic anyway. 

MBA President Brown L. Whatley 
told the Southwestern audience—one 
of the areas in the country particu- 
larly hard hit during the two years 
VAs and FHAs were out of 
line with the market—that the in- 
creased rates would tend to open up 
“the dormant mortgage market” and 
that “there ade- 
quate supply of money for both types 
of loans.” 

Said Arthur W. Smith, vice presi- 
dent and economist of the First Na- 
tional Bank in Dallas, and also close 


when 


should be a more 
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to the thinking in the Southwest: 

“Obviously if the government raises 
its interest rates significantly enough 
to attract the money it needs to re- 
fund into longer term  securities— 
other borrowers will have to do with- 
out, unless the higher rates all around 
induce greater saving from the public. 
In either event, it can be argued that 
the process can be deflationary. 





Elder statesman of Texas mortgage 
banking and first president of the 
Texas MBA was on hand for the 37th 


annual convention in Dallas. He is 
A. Y. Creager of Sherman who was 
also active in MBA activities not too 
many years ago and served on the 
Association’s board of governors. 


“So, one wonders whether the net 
effect of all this might not be dis- 
appointing when finally appraised. Is 
there danger that the new policy will 
result in a general setting-of-the- 
brakes on the entire economic ma- 
chine? Is it possible that what seems 
to be a minor device will turn out 
to have the same leveraged force that 
the small brake cylinder has in slow- 
ing a giant truck heavily loaded with 
cargo? We wonder! Yet the caliber 
of men at the Treasury helm leads us 
to believe that the risk has been cal- 
culated. 

“One possible outcome of the new 
policy is that before it can work fully, 
interest rates will have to move much 
higher. It is doubtful whether, in 
view of the favorable tax treatment 
debt receives over equity financing, 
rising interest rates (as far as they 
have gone) will run competing bor- 
rowers out of the market. The result 
then could mean simply higher inter- 
est all around, forcing the govern- 
ment to go up some more in order 
to attract funds to it. (Of course all 
of this assumes that the Federal Re- 
serve will remain out of the picture 
so far as support is concerned.) But 
before one is entitled to draw such a 
conclusion, he must consider the possi- 
bility that credit expansion may come 
from the banking system through its 
normal operations.” 

And from the senior member of 
the board of governors of the Federal 
Reserve, one of the two government 
agencies playing the dominant roles 
in the new monetary policy, came a 
warning. Said M. S. Szymeczak: 

“Many are beginning to wonder 
whether a decline in home building 
may now be in prospect, perhaps 
fairly soon. Questions are raised 
whether real estate values will stay at 
present levels, which are perhaps 
double those at the end of the war. 


Some doubt the soundness of our 
large mortgage debt structure. 
“What are some of the relevant 


facts? For about two years now, ac- 
tivity in residential building and real 
estate has been stabilized at a high 
level. In contrast to the late Twenties, 
vacancies are still very low, and rents 
are continuing to rise, in part reflect- 
ing the relaxation or suspension of 
rent controls. 

“Financing arrangements on both 
outstanding debt and new loans are 

















very different from those of the 
Twenties. Both borrowers and lenders 
have several advantages which were 
not available in that earlier period. 
First, about 44 per cent of the pres- 
ent home mortgage debt is under- 
written either by VA or FHA. There 
is the almost universal practice of 
using regularly amortized mortgages. 
The short term, non-reducing mort- 
gages which tripped many a home 
buyer and mortgage lender in the late 
Twenties are fortunately few and far 
between. 

“Monthly payments for home 
buyers appear to be in fairly reason- 
able relationship to their current in- 
comes. The high cost second mort- 
gage that was an additional peril to 
home buyers in that earlier period has 
been largely eliminated but recently 
I understand there has been some re- 
vival of the second mortgage. 

“Home building in the postwar pe- 
riod has been based partly on backlog 
demands and a rapidly growing popu- 
lation. It has been facilitated by easy 
credit—including low down payments, 
long maturities and low interest rates. 
It has been aided, too, by large liquid 
asset holdings, high incomes and ris- 
ing real estate prices. , 

“The backlog has now been drawn 
interest rates have risen and 
family formation may be less rapid 
in the years just ahead. Demands for 
houses — and particularly for older 
houses — are not as urgent as they 
were and property values have been 
stable for some time. On the basis of 
first quarter results, however, it ap- 
pears that the total number of new 
houses built this year may not be far 
different from either 1951 or 1952, 
which despite many restrictions were 
both excellent construction years. 


down, 


“If high levels of building activity 
are to be maintained and the sound- 
ness of our present mortgage structure 
preserved, it will be essential to main- 
tain orderly conditions in the real 
estate and construction markets. It is 
clear that we must at all cost avoid 
the speculative building and financing 
operations that characterized the late 
Twenties.” 

“Get your house in order now” was 
the advice which Thomas E. Lovejoy, 
Jr., president of The Manhattan Life 
Insurance Company, had for Texas 
members. 


“It looks to me as if the honeymoon 
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New president of Texas MBA is J. W. Jones of the Jones-West Mortgage Company, 

He succeeds H. A. Crabb, Houston. Left is J. DuVal West of Mr. Jones’ com- 


pany who was reelected secretary and treasurer and right is G. R. Swantner of The 
Swantner Investment Corporation, Corpus Christi, who was d vice presi 
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Texas speakers: Arthur W. Smith, First National Bank in Dallas; George J. Bender, 
vice president, Brooklyn Savings Bank; and Assistant FHA Commissioner Walter Greene. 
Below: John W. Austin, Jr., president, T. J. Bettes Company, Houston, was selected to 
receive the first J. E. Foster Award. Established last year by J. E. Foster & Son of Ft. 
Worth in honor of J. E. Foster, Sr., it was planned as an annual recognition for the 
Texas MBA member deemed to have rendered the most outstanding service for the 
Association during the year. A committee named by President H, A. Crabb selected 


Mr. Austin for the honor and here’s Don Fitch presenting it to him. 
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Texas MBA programs are usually high 
level discussions of mortgage matters most 
pertinent at the moment and the sessions 
are well attended—a somewhat surprising 
thing, too, in view of the way the Conven- 
tion committees usually load up the pro- 
grams with all sorts of entertainment fea- 
tures. This year it began with a reception 
by the Texas Title Association (a “condi- 


is about over for the mortgage banker, 
and he must now be prepared to meet 
competition and do a little hard work. 


“In today’s market I have some 
doubt that a one-half per cent in- 
crease in the interest rate on VA 


loans and a one-quarter of one per 
cent increase in FHA loans will really 
be competitive with other available 
have 
own mind used a rule of thumb as to 


investments. I always in my 
what might be regarded as a reason- 
able spread between the yield on long- 
term United States Treasury bonds 
and other investment outlets. For in- 
stance, a AAA corporate security 
should yield a minimum of 30 to 40 
basis points more than a United States 
l'reasury bond. AA corporate securi- 
ties should yield 40 to 50 basis points 
more, and a single A bond 50 to 60 
points. When you get to lower qual- 
ity than that, the spreads get bigger. 
In other words, a BAA bond should 
yield 60 to 75 basis points, and mort- 
gages should at least have a net yield 
of close to 1 per cent higher than 
After 
taking out a servicing fee of one-half 
of | per cent, the net return at par 
FHA or 


tg per cent rate would be 


United States Treasury bonds. 


VA loan bearing a 
only 4 per 
of United 
States Treasury 34% per cent bonds 


for an 


cent. This recent offering 
makes me wonder if a net return of 
+ per cent on FHA and VA loans 
would be a sufficient spread to justify 
buying such loans at par. 


32 THE MORTGAGE BANKER + June 1953 


tioning” party, as they described it, to 
“prepare you for the ordeals that lay 
ahead.” In West Texas, they call it “sep- 
arating the sheep from the goats”). Then 
a luncheon for men, a style show for the 
ladies, a luncheon for the ladies, then the 
big event, the Cotton Carnival Party and 
concluding with a formal dinner and dance. 

Scenes like the above were common 


“Don’t forget that in addition to a 
service fee of say, one-half per cent, 
an institution has its own internal 
costs of handling a mortgage port- 
folio, which must be taken into con- 
sideration. I have heard some insti- 
tutions claim that their interna! costs 
run as as one-eighth of | per 
cent, but I do not take that at face 
I think something close to one- 
quarter of | per cent as the average 
cost of an institution’s internal costs 
comes closer to the truth. So the in- 
crease to 4¥2 per cent on FHA and 
VA loans may not necessarily be the 
answer to your problems or bring 
about a par market for such loans. 


low 


value. 


“To emphasize what I’m trying to 
bring out, there is one other point 
that will show the type of competi- 
tion you have today. Recently the 





place at the big Cotton Carnival affair. 
Yes, you’re right: in that first photo, it 
definitely is retiring Texas MBA President 
H. A. Crabb, MBA Vice President W. A. 
Clarke, MBA President Brown L. Whatley 
and Assistant FHA Commissioner Walter 
Greene. What the boys are pointing at is 
not known. They all have dunce caps 
except President Whatley. 


Maine Turnpike Authority offered 
some bonds to refund their presently 
outstanding obligations and finance 
the extension of the Turnpike on a 
4 per cent basis. Here’s a tax exempt 
bond yielding 4 per cent. Granted it 
is not the best quality, at least a lot 
of people say so, it is still 4 per cent 
on a tax-exempt obligation. The in- 
teresting thing is that it was not a 
howling success. Detroit Edison, 
which is a AA credit, offered $40,- 
000,000 of bonds on a 3.75 basis. This 
offering did not go out of the window, 
either. Now, how do these offerings 
look competitively, when you con- 
sider the nominal cost of servicing or 
handling bonds as compared with 
FHA and VA loans which involve the 
heavy internal costs just mentioned? 
I won’t belabor the point any more— 
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I just want to bring these factors out 
for you to see. 

“But suppose we take the most op- 
timistic view of the effects of the in- 
crease in FHA and VA interest rates 
to 4% per cent. It is quite possible 
that there will be a flurry of building 
which would result in a substantial 
volume of mortgages. You have heard 
predictions of another 1,000,000 of 
dwelling units this year; and if this 
flurry should happen it could mean 
we would end up with more than a 
million dwelling starts this year. If 
an increase of the rate to 44/2 per cent 
should result in an unwarranted vol- 
ume of housing starts, unrelated to ef- 
fective demand, it would be too bad 
because it would be a false burst of 
activity probably followed by a sharp 
drop which could be painful and 
cause some hardships. I have no fig- 
ures to substantiate this, but I believe, 
in view of the large volume of hous- 
ing in the last seven years, we may 
not be too far from the saturation 
point in housing and may already 
have reached it in some areas. Also, 
I have heard some people say that 
even our industrial capacity may be 
over-built, particularly so if there is a 
decrease or stretch-out of our rearma- 
ment program, and from what I read 
it looks as though we are going to 
have such a decrease or stretch-out 
regardless of whether or not there is 
peace in Korea. 

“When the saturation point has 
been reached, I do not believe all 
building will stop, because I think 
there will always be some building 
and some creation of new loans. How- 
ever, it is my thought that this period 
of substantially reduced building ac- 
tivity might last for several years until 
the crop of war babies born in the 


early ’40s begins to grow up and cre- 
ate new families. When that takes 
place, there will be another wave of 
building and creation of mortgages. 

“It is not my nature to be pessi- 
mistic—in other words, I don’t believe 
in just throwing up your hands in 
horror and giving up. When I see 
signs of trouble ahead my first re- 
action is to begin to figure out how 
to meet it. And now we get to the 
point of ‘getting your house in order 
now.” 

“I am quite sure many of you are 
already doing many of the things I 
am going to suggest. But I think it 
only proper, in order to do a thor- 
ough job, that I bring out all the 
suggestions that come to my mind. 
For instance, if you have not already 
done so, I think very careful screen- 
ing should be made of all new pur- 
chasers of homes, to be sure that they 
have the capacity to meet their mort- 
gage installments and not materially 
cramp their living standard. You cer- 
tainly don’t want to take on addi- 
tional collection headaches by careless 
selection of home buyers. 

“Another thing, in the case of VA 
loans, is that even though the restric- 
tions have now been lifted and you 
can make 100 per cent loans under 
the VA, I think it would be unwise 
to sell homes indiscriminately to vet- 
erans with 100 per cent mortgages. 
On this particular point I have been 
wondering if it would not be a good 
policy for an institution to vary the 
discount prices it would pay for VA 
loans according to the amount of 
cash paid in by the veteran at the 
time he buys the home. This, of 
course, in addition to the usual 
screening of the loan on security 
and ability to carry the loan. That’s 
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just a thought, it hasn’t jelled yet, but 
I am sure the same type of thinking 
has been going through the minds of 
other institutional mortgage buyers. 

“One thing of primary importance 
which no doubt most of you are al- 
ready doing is to tighten up on your 
collection procedures. Actually, you 
are doing a disservice to the home 
owner if you let him get into bad 
paying habits in regard to his mort- 
gage. A tough collection policy, ex- 
ercised with discretion and under- 
standing, pays dividends, helps the 
home owner to preserve his home and 
investment, and in the long run saves 
the mortgage banker’s internal costs. 
Prompt action is cleaner and cheaper. 
This is something I can say with as- 
surance, because I began to learn 
about the handling of mortgages in 
the 30’s and have seen what a timid 
collection policy can do to an insti- 
tution’s mortgage portfolio. 

“This next point touches on a 
problem that I suppose we have all 
had in recent years—competent help. 
There is no need to go into the caliber 
of help we have been having in recent 
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>> THEY'RE THINKING OF MBA CONVENTION PLANS: Now that 
they’re installed for the coming year, officers of the Greater Miami MBA 
are hard at work with local plans for MBA’s forthcoming 40th annual Con- 
vention in sister city, Miami Beach. Here they are, seated, left to right, vice 
president, R. B. Roberts, III, The Keyes Company; president, R. C. Houser, 
Florida Bond & Mortgage Co.:; and secretary-treasurer, Henry E. Wolff, 


Henry E. Wolff Company. Standing, left to right, board members, Frank 
E. Denton, American Title & Insurance Co.; Bowen Nelson, Nelson Mort- 
gag> Company, Inc.; W. L. Randol, National Title Insurance Co.; and 
Robert S. Kistler, C. W. Kistler Company. 


machines might be OK for one fellow, 
but not some one else, and is not nec- 


years. However, progress can 
be made in bringing about improve- 
ment in the efficiency of your help by 
a lot of patience and understanding, 
but insistence on effective work by 


some 


the employee. Generally speaking, if 
the boss takes the time to try to ex- 
plain to the clerk why he or she is 
asked to do a certain job and how 
important that particular job is to 
the over-all operation, the employee 
then is more likely to show some in- 
terest in what he or she is doing, and 
try to give a decent day’s work for a 
day’s pay. 


“Mechanization, where it can be 
done profitably, is a very desirable 
step to take. 
have done that already, but perhaps 
out of date 
and there are more modern machines 
available that would result in further 
economies in your operation. On this 
question of mechanization and simpli- 
fication, feeling 
that it can sometimes be overdone. 
For instance, the installation of 1.B.M. 


your machines are now 


however, I have a 


201 WILDER BUILDING 
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essarily the cure-all for every mort- 
gage banker’s accounting problems. 
Try to work out the accounting pro- 
cedure and gei the machines which fit 
your individual situation and which 
are most effective and economical for 
you. And bear in mind that simplifi- 
cation can be carried to a point where 
you lose control. 


Can’t Service Less Than Half 


“Another practice that has grown 
up in the mortgage business in the 
last two or three years, of which I 
highly disapprove, is the mortgage 
correspondent offering to service loans 
on one-family dwellings at one-quar- 
ter of 1 per cent or less. I have never 
approved of this practice and think 
it should be discontinued. No business 
arrangement is sound or good unless 
both parties to the arrangement profit 
by it. The servicing end of a mort- 
gage correspondent’s business should 
carry itself and preferably should 
throw off a little profit. I don’t see 
how that can happen if a large vol- 
ume of any mortgage banker’s busi- 
ness is on a servicing arrangement of 
one-quarter of | per cent. Now I am 
going to stick my neck out. We have 
accepted a few offerings—not many— 
of loans with a one-quarter of 1 per 
cent servicing fee, but when we did 
it, it was with the thought in the 
back of our minds that some day the 
men who sold us those loans will come 









CHARLOTTE, N. C. 





to us and say that they cannot survive 
if they continue servicing loans at a 
quarter per cent rate. 

“Search for other sources of in- 
come. Most of you, if not all, have a 
secondary source of income in your 
present operation from your commis- 
sions on fire insurance and other lines 
of general insurance. With ingenuity 
you might find in your respective 
communities other sources of income 
which will contribute to the mainte- 
nance of a sound operation in your 
office. One suggestion I have is to 
give consideration to mortgage re- 
demption insurance as one of the 
other tools you have in your kit. To 
me it is a natural round-out of any 
package that you sell to a home 
buyer. Statistics have shown that for 
every home lost due to a fire, there 
are sixteen homes lost due to the 
death of the head of the family. How- 
ever, a lot of you are hesitant to un- 
dertake any such operation because 
you feel that perhaps you will antag- 
onize some of your clients. There is 
some merit to that objection. But 
where there’s a will there’s a way and 
perhaps some day you will come to 
realize the value of such an operation 
and enthusiastically seek to find some 
way to offer mortgage redemption in- 
surance to your home buyers. 


Ask for Statements 


“What I am going to say now may 
not be too popular, but any institu- 
tional man should, if he is doing his 
job right, want a mortgage corre- 
spondent to have a profitable opera- 
tion and should be interested enough 
to ask for statements which would en- 
able him to find that out. It isn’t idle 
curiosity if a mortgage banker is asked 
how he is doing—for instance, I 
don’t care what the boss may be tak- 
ing out of his business in the form of 
salary, dividends, etc., when I ask for 
a copy of his auditor’s statement. 
What I am interested in is whether 
or not his business is making money. 
Is his servicing carrying itself? Are 
his profits primarily from originations 
or some other source? So it would be 
my suggestion that you should not re- 
sent any questions of that kind that 
may be asked. Very frankly, we have 
had the satisfaction in the past of 
pointing out to one or two of our 
correspondents weaknesses in their op- 





A group of Detroit mortgage bankers and guests get together for lunch 
between the morning and afternoon sessions of an all-day Mortgage Clinic 
sponsored by Detroit MBA. From left, seated, John R. Womer, vice president 
Great Lakes Mortgage Co., Chicago; Charles H. Sill, co-ordinator of real 
estate courses at the University of Michigan, Extension Service, which was 
a co-sponsor of the clinic; Gordon Williamson, president of the Detroit Real 
Estate Board; Samuel Turner, Irving Franzel and Roland A. Benge, panel 
members. Standing, James E. Meredith, chairman of the clinic committee; 
and the following officers of the Detroit MBA: Mel Kingsbury, governor; 
Alfred F. Taylor, president; Gare B. Reid, governor; Leo F. Drolshagen, 
governor; Robert A. Taggart, vice president; and Robert J. Hutton, secretary- 
treasurer. 


¥ 
* 





Some of the Detroit MBA Mortgage Clinic speakers look over the program 
for their places on the day and evening schedule. Seated, left to right, H. D. 
Benson, chief appraiser, and Russell H. Harrison, loan guaranty officer, 
Veterans Administration; D. D. Montgomery, FHA mortgage procedure 
representative; standing, J. F. Schwerin, chief of VA examination section, 
and William Stepak, of the Detroit Trust Co., panel moderator. 


eration where they were kidding 
themselves that they had a sound busi- 
ness when actually, if they hadn’t had 
their origination fees, they would have 
been losing money. And then we fel- 
lowed through and helped them get 


their operation on a sound basis.” 


It appeared to be Texas MBA’s 
largest convention. And to label it a 
Texas meeting is, as it has been for 
several years, a misnomer. Registra- 
tions were from all over the country 
with a good supply of investors noted 
on the lists. 
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Why MBA Membership Is Valuable 
for LIFE INSURANCE COMPANIES 


HAT is the first question that 

comes to mind when the sugges- 
tion is made to any institution that it 
join a trade association, such as the 
Mortgage Bankers 
America? Isn’t it “How would mem- 
bership benefit us?” That is the natu- 
ral question and easy to answer if 
asked by a life company 
considering membership in MBA. 


Association of 


’ 


insurance 


Mortgages, early in the history of 
the life insurance industry in this 
country, played an important part in 
the investment of policyholders’ funds, 
and as insurance companies have 
grown, generally speaking, they have 
followed a policy of investing policy- 
holders’ funds in areas where sales of 
their policies have been made. Mort- 
gages are a logical type of investment 
to be made with this purpose in mind. 
As a result, for many years life insur- 
ance companies have made mortgages 
in areas distant from their home of- 
fices. Consequently, over the years 
they have become accustomed to mak- 
ing mortgage loans on a nation-wide 
basis. 

One might ask, “what has this got 
to do with the Mortgage Bankers As- 
sociation?” It has a lot to do with 
the MBA, because the membership of 
the Association is made up of people 
engaged in the mortgage business from 
all parts ol the country, originating 
and servicing mortgages for local in- 
institutions in 


stitutions as well as 


other parts of the country. Since that 
is the case, a membership in the MBA 
would enable the mortgage man of a 
life insurance company to make con- 
tact easily with men engaged in the 
mortgage business from all parts of 
the country. 

Perhaps the best way to illustrate 
the advantages to a lifé insurance 
company of membership in the MBA, 
would be to list them as follows, al- 
though these points are not necessarily 
listed in order of importance: 


>> Attendance at MBA Conventions 
and regional meetings gives the home 
office mortgage representative of a life 
insurance company the opportunity to 
meet with mortgage men from all sec- 
tions of the country, as already men- 
tioned, exchange information, get new 
ideas and discuss mutual problems. 
What better sounding board or source 
of information could one find to learn 
what is going on in the mortgage 
business than a meeting attended by 
leaders in the mortgage business from 
all over the country? 

>> Attendance at conventions and 
regional meetings of the MBA also 
serves aS a common meeting place 
with mortgage correspondents a life 
insurance company may already have, 
thus saving a considerable amount of 
travel. 


>> Attendance at such meetings also 


makes it easier to find competent 


By THOMAS E. LOVEJOY, JR. 


mortgage correspondents in new areas, 
if a life insurance company wishes to 
expand its mortgage activity. 


>> Another purpose served by MBA 
Conventions, in many ways hard to 
measure, is to provide the life insur- 
ance mortgage officer with another 
reason to leave his office for a few 
days. It is so easy for an institutional 
man to get into a rut when he lets 
himself become wedded to his desk. 
A membership in the MBA, in a 
sense, gives an added incentive to at- 
tend conventions and keep from get- 
ting into a rut. A few days away from 
the office routine is stimulating to the 
imagination and helps to work toward 
effective, imaginative management. 


»> The Clinics and Seminars spon- 
sored by the MBA are ideal places for 
a life insurance company to send po- 
tentially valuable men for training in 
the techniques of handling mortgages. 
These Clinics and Seminars are con- 
ducted under the auspices of some of 
the outstanding Universities in the 
country, such as, New York Univer- 
sity in New York City, Northwestern 
University in Chicago, and Stanford 
University in Stanford, California. 
The courses, conducted by competent 
experienced men, are practical and in- 
formative and a great deal of infor- 
mation is concentrated into a rela- 
tively short time. 


>> The Washington News Letter, 
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President, The Manhattan Life Insurance Company 





Another in the series of articles about the advantages which MBA membership has 
for the various classes of institutions with an interest in the mortgage industry. 


issued periodically from the Washing- 
ton, D. C., office of the MBA, brings 
up-to-date news of developments in 
the business. It promptly brings to the 
attention of MBA members new laws 
affecting building and mortgages, and 
new rulings or other activities of the 
VA and the FHA. Frequently, the 
laws and regulations are couched in 
legal language. The Washington News 
Letter translates such matters into 
easily understandable layman’s lan- 
guage. Many people have said that 
the Washington News Letter alone is 
many times worth the membership 
fee. Certainly such letters could be of 
great value to a life insurance com- 
pany. 

>> Tue Mortcace BANKER, the 
monthly magazine published by the 
MBA, is another informative and in- 
structive service rendered by the As- 
sociation. The magazine contains 
articles written by leaders in the in- 
dustry on various phases of the mort- 


gage business, new techniques for 
servicing, and so on. Also, there are 
from time to time articles on trends 
in the mortgage business, the money 
market in relation to mortgages, and 
other economic factors affecting mort- 
gages. Consequently, the magazine 
has considerable educational value for 
the personnel of any life insurance 
company’s mortgage department. Per- 
haps it could be said that the maga- 
zine is worth many times the mem- 
bership fee. 


>> The staff of the MBA in its office 
in Chicago is well trained and com- 
petent. They are very anxious at all 
times to be of assistance to any mem- 
ber of the Association in securing in- 
formation or clarifying any problem 
that might be brought to their atten- 
tion by a member. The same can be 
said for the staff of the Washington 
Office. This service undoubtedly can 
be of value to a life insurance com- 
pany. 


>> The purpose of the MBA is to 
strive for high standards of business 
practices in the mortgage business, and 
its approach to any problem is states- 
manlike. The Board of Governors is 
composed of men engaged in all 
phases of the business — originators 
and servicers of mortgages, representa- 
tives of life insurance companies, sav- 
ings banks, and title companies. All 
subjects brought up for discussion, as 
a consequence, have the benefit of the 
thinking of men who approach the 
mortgage business from all phases, and 
the resulting conclusion, if any is re- 
quired, is the result of a balanced 
approach. 


There may be other advantages, not 
touched on here, that a life insurance 
company might find as a member of 
the MBA, but perhaps these points 
will in part answer the question: 
“what benefit will we, a life insurance 
company, receive from membership in 
the Mortgage Bankers Association?” 





Urges Intensive Drive 
for More New Members 


The observation was made recently 
that MBA membership has more ap- 
peal at this time than it has ever had 
in the past—for every type of insti- 
tution with whatever interest it has 
in the mortgage industry. Basis for 
the conclusion was that our industry, 
along with others, is moving into new 
times which bring with them new 
conditions to face and new problems 
to solve; and that MBA is adjusting 
its planning and thinking to meet 
these conditions. And, says Robert 
Tharpe, this year’s Membership 
Chairman, it will pay dividends for 
all committee members to utilize the 
last three months of this Association 
year ending August 31 to see that no 
eligible prospect in his area is over- 
looked. 

Results of the drive so far have 
been excellent. Total membership 
now stands at 1923 as against 1770 
a year ago. So far this year 147 have 
been admitted as compared with 134 
in the same period last year. Actually 


the increase this year would be con- 
siderably larger had every application 
been accepted. Rejections have been 
heavy this year, largely because the 
applicant had not been in business 
long enough to meet Association re- 
quirements or is not engaged in actual 
lending to a sufficient extent. Appli- 
cations have been carefully screened 
by the Membership Qualifications 
Committee and admission has only 
been after rigid examination. 

New members admitted include: 

FLORIDA—Key West: Stockton, What- 
ley, Davin & Company, 14 Sigsbee Road, 
Claude Spear. 


LOUISIANA — New Orleans: Duke, 
Porterie & Davison, attorneys, 1206 Ameri- 
can Bank Building. Shreveport: Tucker, 
Bronson & Martin, attorneys, 901 Com- 
mercial Building, Robert McL. Jeter, Jr. 


MASSACHUSETTS—Lee: Lee Savings 
Bank, 25 Main Street, Albert N. Nettle- 
ton, treasurer. 


MINNESOTA—Minneapolis: Strong, 
Strong and Tully, 600 Midland Bank 
Bldg., Harlan B. Strong. 


NEW YORK-—Binghamton: Hinman, 
Howard & Kattell, 724 Security Mutual 
Bldg., A. Lawrence Abrams, partner. 


OH1IO—Cleveland: Louisville Title In- 
surance Co., 1733 Standard Building, M. 
S. Hewgley. 


OREGON—Portland: Graham Killam 
Co., 1712 N.E. Sandy Boulevard, Graham 
Killam. 

SOUTH CAROLINA—Columbia: Au- 
gust Kohn and Company, Inc., 1001 
Barringer Building, Julian H. Henning, 
president. 


TEXAS—Dallas: Scurry, Scurry and 
Pace, attorneys, 525 Mercantile Bank 
Building, W. C. Scurry; Fort Worth: J. G. 
Clark, Nowlin & Henry, 209 West 8th 
Street, P. D. Henry. 


VIRGINIA—Newport News: Hudgins, 
Colonna & Garnett, Law Building, F. 
Gordon Hudgins; Jones, Blechman, Woltz 
& Kelly, 305 Melson Building, F. O. Blech- 
man; Norfolk: Bertram S. Nusbaum, at- 
torney, 420 Boyster Building; Richmond: 
David C. Rice, attorney, 520 Mutual 
Building. 





Your 


CONVENTION 
TRIP PLUS 





1953 Convention Committee has arranged all 
sorts of interesting side trips to take after the meeting. 
If you failed to see the folder describing them, write 
the national office at once. See as much as possible 
of this interesting part of the world. 
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BUSINESS OUTLOOK 
Continued from page 13) 


introducing more stringent un- 


derwriting standards on conventional 


tors 


loans with a tendency toward reduced 
loan ratios and shorter terms. 

In his future operations a mortgage 
correspondent in these times should 
make every effort to obtain the type 
of loans that will be most acceptable 
With the 
tightening money market, it is going 
to be easy to quote rates and terms 


to his institutional lenders. 


on mortgage loans which borrowers 
will accept. On FHA loans currently 
submitted to us, for example, I have 
that in the 


income to 


most instances 
have sufficient 
make higher monthly payments than 
There should 


noticed 


borrowers 


are generally required 
be little difficulty, therefore, in short- 
the 
provided the loan correspondents will 
Ob- 


viously there will be pressure brought 


ening term on most mortgages 


take the initiative in doing so 
by builders and by borrowers to ob- 
tain the lowest down payments and 
the longest terms possible. However, 
if money is not available on that basis 
I do think 
business by quoting rates, down pay- 


not you will lose much 


ments and terms that will be accept- 


able to your principals. Actually a 


smaller volume of mortgage loans to- 


day but ones that are better under- 
written may in fact turn out to be 
advantageous to all concerned. Loans 


that have larger initial equities and 
faster repayment schedules will be the 
ones that will require less trouble and 
expense to service in the future. Also 
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LAND TITLE’ 


SERVICE 
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the investors may be more willing to 
scale down payments on such loans 
when we encounter periods of eco- 
nomic distress, thus preserving your 
servicing income when you may really 
need it. 

In summary and conclus:on, let me 
repeat that the outlook for the money 
market is one of continued tightness. 
We have experienced a fundamental 
change in interest rates as a free 
money market has been reestablished. 
For the next few months at least there 
appears nothing in sight that can pro- 
duce any easing of rates and probably 
the long-term trend will be toward 
higher rates also. There appears still 
further rate increases to be made in 
the corporate and municipal bond 
markets and mortgage rates in par- 
ticular must move considerably higher 
to bring them into line with available 
vields on other long-term investments. 

With this outlook, advice to 
mortgage bankers is to be conservative 
in the period ahead. Even with the 
modest increase in FHA and GI rates, 
mortgage bankers should be extremely 


my 


cautious in making commitments to 
builders and others for such loans. By 
all means, they should be sure that 
any commitments they make are cov- 
ered by firm commitments from per- 
manent investors to buy the loans 
when they are ready for closing. 
Mortgage bankers should strive harder 
to write their loans on a pattern of 
rates and terms that you think will 
be attractive to your institutional in- 
vestors, bearing in mind other types of 
investments are likely to carry higher 
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rates during the period immediately 
ahead. This involves seeking higher 
rates and shorter terms on all mort- 
gage loans and on conventional loans 
writing in stronger prepayment re- 
strictions and penalties. 

If the mortgage bankers who are 
on the firing line will do their part 
there will be a good market for mort- 
gage loans with life insurance compa- 
nies and other institutional investors. 
This is especially true for conven- 
tional loans. Merely because mort- 
gage loans do not appear attractive 
in today’s market does not mean in- 
surance companies and others will 
permanently withdraw from the mort- 
gage market. Those of us who have 
been aggressive in making mortgage 
loans in the post-war period are quite 
happy about our position today since 
we are receiving substantial principal 
payments on our mortgage loan port- 
folios which enable us to take advan- 
tage of the current higher rates for 
reinvesting these funds. Incidentally, 
it is especially gratifying in a period 
of this kind to some of us who have 
long argued we would have greater 
liquidity in our mortgage loan portfolio 
than in any other type of investment. 

With this background most of us 
want to stay in the mortgage market 
but to do so we obviously are going 
to need a return from mortgages that 
is attractive in relation to other in- 
vestments. If mortgage bankers can 
produce and offer loans on this basis, 
they may expect that life insurance 
companies will gradually allocate 
more funds to mortgage loans. 


: Se oo ade 






IN 


“a 

LAWOTITLE 

CUARANTEE 
TRUST CO 





The Gunnison Coronado—like the other Gunnison Homes—combines handsome appearance, modern design, 
and excellent construction with the economy which is so important to today’s home-buyers. 





Answers to your questions 
on Gunnison Homes 


HESE days more and more bankers are becoming interested in the problem of 
Sadie well-built, low-cost homes available to the public . . . and more 
mortgagees are becoming aware of the advantages of investing in homes that are 
time-tested products of an established company. Here are some questions fre- 


quently asked: 
Does a Gunnison Home have... 


Pincuithan=Geateny cate? o.oo. o.i.0. 6000000000 0000reseedasrnorivase Yes 
UNITE GNI 6 16 05.66.0000 5604bsesnssrsqnsssndicamban patel Yes 
I, pa ciincntdnndeadnmecidndbns hawvakddh sin kiaaipel Yes 
Beceem: Metenions aut quleensntR! o.n.:c so :0.0.00.90:0050000055000600080008% Yes 
PUNO 65a. cccccecndcntcthsdnsssdcrtescandasnall Yes 
TR RUPUNIIINE, 6 5.0.0.00.50:0csccnnnccesssestssesensenarasbania Yes 
Variations in material specifications? ..............2:eeeee eee eee erences No 
Variations ie materiel quailty? «.....< 2.0.0 0.0.2.00.0.00000000000000008080000805 No 


When you invest money in a Gunnison Home you know ex- 
actly what you're getting—uniformly high-grade materials and 
sound construction. Gunnison Homes are a quality mortgage 
and a standard mortgage in the $6500 to $12,000 range. 


-_ 

. | 

Gunnison Homes, Inc. | 
Dept. MB-63, 

New Albany, Indiana | 

Please send me free copies of your new | 

booklets, “Gunnison Homes Plan For Bet- | 

ter Living” and ‘“‘Let’s Choose a Gunnison 
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Gunnison” and “Coronado” 
trade-marks of Gunnison Homes, inc 
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Birmingham MBA adopted a reso- 
lution commending the appointment 
of Guy T. O. Hollyday as FHA Com- 
missioner . “this Association does 
extend to Commissioner Hollyday its 
hearty congratulations upon his ap- 
pointment and expresses its confi- 
dence in his ability to perform his 
new duties properly and efficiently 

. and recognizes that Commissioner 
Hollyday is making a great sacrifice 
in order to perform a greatly needed 
service to all members of the mort- 
gage banking industry, building con- 
tractors, the real estate industry and 
to the general public of America, and 
the Mortgage Bankers Association of 
Birmingham appreciates his efforts 
in this connection. a 

C. L. Hassmann resigned as vice 
president of Pringle-Hurd & Co., 
Inc., New York to become manager 
of the mortgage loan department of 
Commonwealth Life Insurance Com- 
pany, Louisville. Conrad J. 
Sutherland has been elected a vice 
president of Pringle-Hurd & Co., 
Inc. Mr. Sutherland for five 
was chief of the mortgage department 
of the New York Loan Agency of the 
RFC Mortgage Company. He sub- 
sequently became counsel for RFC 
Mortgage charge of 
mortgage and real estate activities in 
the New York area, counsel for 
FNMA in New York finally 
special sales representative of FNMA 
in charge of sales with his office in 
New York. He is a 
York and a graduate of 
and Brooklyn Law School. 

Norris, Beggs & Simpson, Portland, 
Ore., announce that Clyde M. Buett- 
ner, formerly associated with the 
Midwest Stock Exchange and Doven- 
muehle, Inc. 
appointed 


years 


Company in 


and 


native of New 
Princeton 


in Chicago, has been 
production manager of 
mortgages. Horace G. 
Porter with experience in residential 
appraising has 
joined the firm as a residential financ- 
ing specialist. 


commercial 


sales, and finance, 
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William K. Allen, Birmingham, 
was elected “Insuror of the Year” 
by the Alabama Association of In- 
surance Agents he’s a partner 
in the firm of Cobbs, Allen & Hall. 
... William V. Russell, former mort- 
gage loan manager of Gilpin, Van 
Trump and Montgomery, Inc., Wil- 
mington, Del. for the past seven 
years, has formed Russell Mortgage 
Co. in Wilmington. Harold J. 
Funk has been elected vice president 
and general manager of Builders Ac- 
ceptance Company, subsidiary of 
Harnischfeger Corporation, Milwau- 
kee... . Before joining Harnischfeger 
in 1946, Funk was an auditor for the 
Chicago office of RFC. He was grad- 
uated from Marquette University in 
1937. 

Founder’s Day was observed in all 
offices of Bank of America through- 
out the world. It was the 83rd anni- 
versary of the birth of A. P. Gian- 
nini, founder of Bank of America, 
which opened for business in 1904 in 
one small office in San Francisco, 
and now has 540 branches and total 
assets in excess of eight billion dollars. 
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Andrew D. Wilson, assistant secre- 
tary, Dime Savings Bank of Brooklyn, 
and James M. Reinhardt, vice presi- 
dent, J. A. Markel Co., have been 
named to the board of governors of 
the New York MBA for three-year 
terms, Harry M. Huter, Association 
president announced . . . The Moss- 
Baltimore, has 
moved to a new building . . . C. Armel 


Nutter, president, Nutter Mortgage 


Rouse Company, 


Service, is busy these days as chairman 
of the 1953 Annual Support Drive of 
Cooper Hospital in Camden. 
Directors of The Manhattan Life 
Insurance Company elected Ralph P. 
Schaberg treasurer. He started with 
the Company in 1923 and after dis- 
charge from the service in November 
1945, rejoined The Manhattan Life as 


mortgage loan representative. 


William G. Hodupp, has been 
named executive vice president in 
charge of operations of Gill Associates, 
Inc., Toledo, Ohio. He was formerly 
associated with Franklin Mortgage & 
Title Insurance Co., Newark, as treas- 
urer and secretary, and more re- 
cently was assistant vice president of 
the Southern Finance Corporation of 
Augusta, Georgia, which was active in 
arranging housing financing in con- 
nection with the Atomic Energy Com- 
mission H-bomb project in nearby 
South Carolina. 


Servicing Director's 
Itinerary of Calls 


Would you like to know if your 
organization is operating efficiently? 
W. James Metz, MBA’s Director of 
Accounting and Servicing, spends al- 
most all of his time advising members 
how they can operate their companies 
more efficiently. 

He is now planning to visit mem- 
bers in the following areas: 

July 20-21 in Sioux City, Iowa: 
July 22-27 in Omaha; July 28-29 in 
Denver; and July 30-31 in Salt Lake 
City. 

August 3-7 in Seattle; August 10-11 
in Tacoma; August 12-14 in Portland; 
August 17-21 in San Francisco; Au- 
gust 24-25 in Phoenix; and August 
26-27 in Lubbock, Texas. 

If he is going to be in your city, or 
if your city is not listed on his itiner- 
ary and you would like to benefit from 
his ideas and experiences on stream- 
lining your mortgage servicing and 
accounting operations, a personal visit 
can be arranged. A revisit to the west- 
ern part of the country will not be 
made until mid-1954. If you'd like 
to arrange a consultation in your office 
write immediately to George H. Pat- 
terson, Mortgage Bankers Association 
of America, 111 West Washington 
Street, Chicago 2. 








7 
Tre advertising medium to 
reach the mortgage industry is 
The Mortgage Banker. At low 
cost, you buy a select, concen- 
trated circulation of more than 
3800. Rates on request. 

















Rusco 

Prime Window: 
Prove 

Chetr Merit 

OH 


Selfridge Feld 


Buildings 


FOR NEW CONSTRUCTION Pe 
...the RUSCO Galvanized 
Steel PRIME WINDOW 


Comes factory-painted, fully 
pre-assembled, ready to install 
* Glass 
* Lumite Screen 
* Built-in Weatherstripping 
* Attached Hardware 
* Insulating Sash (optional) 
* Wood or Metal Casing 
ALL IN ONE UNIT! 




















RUSCO WINDOWS DO A ComPCETE JOB OF WINDOW PROTECTION 


FOR IMPROVING 

EXISTING BUILDINGS 

... the RUSCO Galvanized 
Steel COMBINATION WINDOW 


Permanently attached, without 
alteration to existing windows. 
Completely insulates window 
opening. Reduces moisture 
and condensation, saves up to 
% in fuel. Nothing to change 
... nothing to store. 


RUSCO Gabanized WINDOWS + COMBINATION DOORS + PORCH ENCLOSURES 


For illustrated literature and additional information, write 


DEPT. 6-M0-63 THE F. C. RUSSELL COMPANY 


CLEVELAND |, OHIO e IN CANADA: TORONTO 13, ONTARIO 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
llorida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 
Louisiana Wyoming 


and in the 
Territory of Alaska 


MARYLAND—KANSAS CITY TITLE INSURANCE CO., INC., OF MARY- 
LAND (a Maryland Corporation), 21 South Calvert St., Baltimore, Mary- 
land, a wholly owned subsidiary of our Company, issues policies covering 
properties in Maryland, and all of such policies of said Maryland corpora- 
tion are wholly reinsured by our Company by endorsement upon each 
policy. 





Issuing Agents in most principal cities—Escrow Services 
Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY THLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 





